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UNIFORM AND INTEGRATED REPORTING 
REQUIREMENTS: MANAGEMENT REMUNERATION 


PROPOSED AMENDMENTS TO 
REGULATION S-K 


ITEM 4 OF 


ACTION: Proposed rulemaking. 


SUMMARY: The Commission is publishing for public 
comment proposed amendments to Item 4 of 
Regulation S-K (17 CFR 229.20.4). In general, the 
proposed amendments deal with pension, option 
and stock appreciation right plans, the definition of 
an executive officer, compensation relating to the 
termination of employment, indebtedness of 
management and certain other technical 
amendments. These proposals are in response to 
concerns that have come to the Commission’s 
attention during the administration of new 
requirements with respect to disclosure of 
remuneration adopted in December 1978. 


DATES: Comments should be submitted on or before 
June 30, 1980. 


ADDRESSES: Comments should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Comment 
letters should refer to File No. S7-835. All comments 
received will be available for public inspection and 
copying in the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Bruce S. 
Mendelsohn (202-272-2589), or Joseph G. 
Connolly, Jr. (202-272-3208), Division of 
Corporation Finance, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. 


SUPPLEMENTARY INFORMATION: The 
Commission is publishing for comment proposed 
amendments to Item 4 of Regulation S-K pursuant to 
Sections 6, 7, 8, 19, and 19(a) of the Securities Act of 
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1933 [15 U.S.C. 77a et seq. as amended by Pub. L. 
No. 94-29 (June 4, 1975)] and Sections 12, 13, 14 
15(d) and 23(a) of the Securities Exchange Act of 
1934 [15 U.S.C. 78a et seq. as amended by Pub. L. 
No. 94-29 (June 4, 1975)]. These proposals involve 
the disclosure of management remuneration and 
specifically address pension, option and stock 
appreciation rights plans, the definition of an 
executive officer, compensation relating to the 
termination of employment, indebtedness of 
management and certain other technical 
amendments. These proposals are in response to 
concerns that have come to the Commission’s 
attention during the administration of the amended 
management remuneration disclosure 
requirements discussed below. 


On December 4, 1978, the Commission adopted 
amendments to Item 4 of Regulation S-K which 
represented a substantial revision of the disclosure 
requirements relating to management 
remuneration.! The amendments require tabular 
and other forms of disclosure as to all remuneration 
from the registrant and its subsidiaries for services 
during the latest fiscal year by certain specified 
directors, executive officers and officers of the 
registrant.2 The amendments to remuneration 





* 
1Securities Act Release No. 6003 (December 4, 
1978) [43 FR 58151]. 


2Item 4(a) of Regulation S-K requires tabular 
disclosure (the “remuneration table”) of total 
aggregate remuneration for the five most highly 
compensated executive officers and directors of 
reporting entities, naming such persons, and for all 
officers and directors as a group. The remuneration 
table consists of 4 main columns. Columns A and B 
call for the name of the individual or the number of 
persons in the group and the capacities in which 
such persons serve during the year. Column C 
reports cash and cash-equivalent forms of 
remuneration (“current remuneration”) and is 
separated into 2 subcolumns. Instruction 2 to Item 
4(a) provides for the inclusion in Column Cl of all 
salaries and fees paid with respect to services 
rendered during the registrant’s last fiscal year and 
the inclusion in Column C2 of other cash or cash- 
equivalent amounts. Column D_ includes 
remuneration for which the distribution, the 
unconditional vesting or the measurement thereof is 
subject to future events (‘‘contingent 


remuneration”). . 
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disclosure resulted in part from a recognition by the 
Commission that remuneration packages had 
become more diverse and complex and, as a result, 
disclosure had become less uniform.? Many forms of 
remuneration were not being included in the then 
required table* but instead were being disclosed 
through narrative discussions set forth in footnotes 
or paragraphs following the table which, in many 
cases, obscured the total remuneration received. 
Therefore, it was the Commission’s intention that the 
Item 4(a) remuneration table reflect all 
remuneration which can be quantified and related to 
services performed by individual members of 
management during the fiscal year. 


Since the adoption of the amendments, the 
Commission has monitored the efficacy of the 
remuneration requirements and has issued written® 
and oral interpretations. As a result of this 
substantial experience, the Commission believes 
that, while the remuneration table has generally 
worked well, certain modifications are necessary. In 
this regard, the Commission recognizes that there 
are forms of remuneration that are difficult to 
quantify and relate to a particular year’s services 
and, accordingly, the Commission believes that 
remuneration resulting from stock option, pension 


suited to uniform disclosure outside the parameters 


@::' stock appreciation right plans may be better 
of the Item 4(a) table.°® 


The amendments are being proposed at this time in 
order that any subsequently adopted rule changes 
can be in effect for the 1981 proxy season. Because 
the Commission desires to allow ample time to 
comply with any new rules, all comments on these 
proposals should be submitted by the June 15, 1980 
date and it is not anticipated that any extension of 
the comment period will be made. 


The following discussion summarizes the proposed 
amendments and generally compares them with the 
existing provisions. However, for a more complete 
understanding of the new requirements reference 
should be made to the Text of the Proposed 
Amendments set forth herein. 


Clarification of Remuneration Included in Column C 


Allocation of amounts to the proper tabular columns 
continues to create some confusion. In particular, 
Instructions 3(a), 3(b) and 3(c) to Item 4(a), which 
list forms of compensation that may require 
reporting in Column D, have been the subject of 
many interpretive questions. It appears that some 
registrants have had the misconception that 
amounts attributable to the remuneration plans 
specified in these instructions should always be 
reported in Column D rather than Column C. This is 
not the case. Column D is to be used for 
remuneration amounts that have been expensed for 





3See Securities Act Release No. 5950 (July 28, 1978) 
[43 FR 34415] which proposed the Item 4 
amendments for comment. 


‘Required by old Item 7(a) of Schedule 14A. 


5In Release Nos. 33-6027 (February 22, 1979) [44 
FR 16368] and 33-6166 (December 12, 1979), the 
Commission authorized the Division of Corporate 
Finance to publish its views with regard to certain 
interpretations of Item 4. Registrants are advised 
that, with the exception of Interpretive Responses 4 
through 11 of Release No. 33-6166 which will be 
rendered irrelevant if these proposals are adopted, 
the staff positions expressed in these releases are 
still in effect. 


Prior to these amendments, the Commission had 
also issued two interpretive releases in the area of 

management remuneration. In Securities Act 
Qe No. 5856 (August 18, 1977) [42 FR 43058], 
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the Commission expressed the view that the existing 
remuneration reporting provisions required 
registrants to report as remuneration certain 
personal benefits or “perquisites.” These views were 
codified in Instruction 2(d) to Item 4(a) of Regulation 
S-K. In Release No. 33-5904 (February 6, 1978) [43 
FR 6060], the Commission’s Division of Corporation 
Finance was authorized to publish its interpretive 
views regarding specific aspects of personal 
benefits disclosure. Although the adoption of the 
amendments to Item 4 did not alter the majority of 
the interpretive responses expressed in that release, 
several interpretations were modified or superseded 
by certain provisions of the new Item and by 
subsequent staff interpretation. See Release 33- 
6166 (December 12, 1979) [44 FR 74808], Part V, 
“Personal Benefits.” 


6The Commission is of the view that management 
should be permitted a measure of flexibility in 
determining the placement of the various 
remuneration disclosure tables in its proxy or 


SEC DOCKET/1353 





financial reporting purposes but as to which the 
distribution, unconditional vesting or measurement 
of benefits is contingent upon future events. 
Therefore, if an amount under a specified plan is not 
subject to a contingency, a Column C entry may be 
proper.’ 


Accordingly, the Commission is proposing to add a 
parenthetical note in Instruction 2 to ltem 4(a) which 
would state that the specific forms of remuneration 
referred to in Instruction 3 are properly reported in 
Column C if the distribution of such remuneration or 
the unconditional vesting or measurement of 
benefits thereunder is not subject to future events. 


The proposal will not change the substance of the 
item and is intended only as assistance to the reader. 
Indeed, staff interpretations have always been 
consistent with the proposed note.® 


Instruction 1(b) to Item 4(a) 
Instruction 1(b) which defines the term “executive 


officer’’ is proposed to be amended by adding the 
following sentence: 


“Executive officers” of subsidiaries may be 
deemed “executive officers” of the registrant if 
they perform policy-making functions for the 
registrant. 


This proposal reflects the initial intention of the 
instruction. In the adopting release, the Commission 
advised registrants that they should give careful 
consideration to the question of who are the 
appropriate persons to be included in the table, and 
to whether certain highly compensated directors or 
employees of subsidiaries are in fact “executive 
officers” of the registrant.° Additionally, the 
Commission stated that it would monitor the 
disclosure practices in this area to determine 
whether further actions were appropriate. Because 
misconceptions appear to have persisted, the 
Commission believes that the proposal would 
provide an appropriate guide to registrants. 


Item 4(b), Proposed Remuneration! 
Item 4(b) requires a brief description of all 


remuneration payments proposed to be made in the 
future pursuant to any plan or arrangement to the 





Footnote 6 continued 


information statement and accordingly has not 
proposed specific requirements in this area. In this 
regard, the Commission notes that since the 
adoption of the amendments to Item 4 registrants 
have generally presented all remuneration 
disclosure together in their material. The revisions 
proposed today envision that this practice will 
continue and that all tables relating to the various 
components of remuneration will remain 
concentrated in one section of the proxy or 
information statement. 


7Column C is to be used for remuneration that has 
been (1) distributed to or for the account of the 
specified person or group or (2) accrued and with 
reasonable certainty will be distributed or 
unconditionally vested in the future. See Instruction 
2 to Item 4(a). For example, if amounts relating to a 
deferred compensation plan are vested, reporting of 
such amounts would be in Column C even though 
“deferred compensation plans” are specifically 
addressed in Instructions 3(a)(i) respecting Column 
Dl. 


8In Interpretive Response 17 of Release No. 33- 
6166, the Division of Corporation Finance stated that 
with regard to deferred compensation plans (an 
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enumerated plan under Instruction 3(a)) for;which 
amounts are expensed, Column D is to be used only 
if the distribution of remuneration under the plan or 
the unconditional vesting or measurement of 
benefits under the plan is subject to future events 
which represent true contingencies. 


*Instruction 1(b) states, “An ‘executive officer’ of a 
person includes its president, secretary, treasurer, 
any vice president in charge of a principal business 
unit, division, or function (such as_ sales, 
administration or finance), and any other person 
who performs similar policy-making functions.” 


101n Release No. 33-6027, the Division of Corporate 
Finance issued its interpretive views regarding 
certain aspects of the management remuneration 
disclosure requirements of Item 4, including that 
Division’s views on the determination of which 
members of management comprise the five most 
highly compensated officers or directors. As set 
forth in that Release, Item 4(a) requires disclosure of 
the five most highly compensated, key policy 
making executive officers or directors of the 
registrant. 


11t should be noted that this item is proposed to b 
renumbered and stylistically reworded. 
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persons and groups specified in the remuneration 
table. The disclosure required by this provision is 
parallel to that which had been required for some 
time by Item 7 of Schedule 14A. (17 CFR 14a-101.7). 


Because of numerous public inquiries, the 
Commission believes that it is necessary to add an 
instruction which would make clear that disclosure 
is necessary for any remunerative plan or 
arrangement which is operable for more than the 
latest fiscal year, notwithstanding the fact that 
amounts attributable to such plan or arrangement 
are included in the latest remuneration table. This 
proposed instruction would reflect the intent of the 
item and staff interpretations.'* In this regard, 
Release No. 33-5950 indicated that “. . . Item 4(b) 
would require a narrative description of plans under 
which remuneration is proposed to be made in the 
future. This requirement would reach plans for 
which amounts are included in the table specified by 
Item 4(a). . .”43 In this manner, the Commission 
contemplated that the shareholders would be 
provided a full appreciation of the types of 
remuneration to be paid to management in the 
future.'* 


Pension Plan Disclosure—Item 4(a) and Item 4(b) 


Many questions have arisen with regard to the 
disclosure of amounts relating to defined benefit or 
actuarial plans. In Release No. 33-6166, the staff 
discussed this area in detail and offered an alternate 
format of disclosure by way of interpretation. The 
purpose of this proposal is to codify the staff's 
suggested alternative as a uniform mandatory 
requirement. 


The treatment of pension and retirement plans 
under the present rule is set forth in Instruction 
3(a)(i) to Item 4(a) which requires that the amount 
expensed for financial reporting purposes by a 
registrant or its subsidiaries for the year 
representing the contribution, payment or accrual 
for the account of the specified persons or group is to 
be included in Column D if the distribution of such 
remuneration or the unconditional vesting or 
measurement of benefits thereunder is subject to 
future events.'5 However, in the case of the 
overwhelming majority of defined benefit or 
actuarial plans, the same _ Instruction 3(a)(i) 
provides that if the “amount of the contribution, 
payment or accrual [with] respect [to] a specified 
person is not and cannot readily be separately or 
individually calculated by the regular actuaries of 
the plan” then such amounts may be omitted from 
the remuneration table provided a footnote is 
included.'® The footnote requires disclosure of the 
excluded amounts, indicating the percentage which 
the aggregate contributions to the plan bears to the 
total covered remuneration of the plan participants, 
and a brief description of the remuneration covered 
by the plan. In turn, Item 4(b) requires that, with 
respect to amounts so excluded under Instructions 
3(a)(i) and (ii), a separate table is to be included 
showing estimated annual benefits payable upon 
retirement to persons in specified remuneration and 
years-of-service classifications. 


Because of the apparent difficulty in calculating the 
amount of contribution attributable to each 
participant under most subject plans, the footnote 
disclosure required by Instruction 3(a)(ii) and the 
Item 4(b) pension table is extensively utilized. When 





12See Interpretive Response 41, Securities Act 
Release No. 6166. 


1SBy way of illustration, consider the situation where 
amounts attributable to an ongoing bonus plan have 
been disclosed in Column C1 of the table. Since the 
bonus plan will be operable in future years a 
description of the plan is necessary and, inthis case, 
should include, among other things, brief disclosure 
with regard to the payment formula and general 
payment schedule. See Interpretive Response 40 of 
Securities Act Release No. 6166. 


MBy way of illustration, the registrant may have an 
ongoing performance incentive or bonus plan under 
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which amounts have been included in Column Cl for 
the latest fiscal year and, since the plan will be 
operable in future years, Item 4(b) would require a 
brief description of the plan terms. 


15It should be noted that certain plans may involve 
arrangements to which this condition does not apply 
and, instead, there is accrued or distributed for the 
account of the participant a cash or cash-equivalent 
amount. In this situation, Instruction 2 to Item 4(a) 
which pertains to Column C, would govern and the 
relevant amount reflecting the contribution for the 
year should be included in Column C2. See 
Securities Act Release No. 6027. 


16Instruction 3(a)(ii) to Item 4(a). 
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this has not been the case, the Commission has 
reason to believe that there has been an 
inconsistency regarding the inclusion of amounts 
relating to these plans in the remuneration table. In 
any event, the Commission perceives little reason to 
continue requiring different disclosure for the same 
form of remuneration and, accordingly, the proposal 
deals with al! defined benefit and acturial pension 
plans. 


The proposal would exclude amounts relating to 
defined benefit or actuarial plans from the 
remuneration table by amending Instruction 3(a)(i) 
and deleting the footnote requirement of Instruction 
3(a)(ii). Proposed Item 4(b)(2) would require with 
regard to these plans (1) a pension table; (2) a 
description of the compensation covered by the plan 
(e.g. salary, salary and bonus, etc.);!? and (3) 
disclosure of the expected years of service at normal 
retirement of the individuals named in the 
remuneration table. Unlike the current provision, 
the proposal would not require disclosure of the 
percentage which aggregate remuneration bears to 
the total covered remuneration of plan participants. 
Because of past service costs respecting such plans 
and other factors, it has been the Commission’s 
experience that such information is not a significant 
indicator of management remuneration. 


The Commission believes that the proposed 
approach would combine the best of the past and 
present rules.'® In order to ascertain the “estimated 
annual benefits upon retirement” as required by the 
old rules, the company would have had to use a table 
similar to that required by present Item 4(b) and 
proposed Item 4(b)(2). Instead of relying on static 
assumptions, however, the pension table would 
contain information as to potential benefits 
reflecting increases in remuneration and years of 
service. Furthermore, the disclosure of individual 
years of service would make the pension table more 
meaningful. 


The Commission invites specific comment as to 
whether there are other types of retirement or 
pension plans that should receive similar treatment, 
i.e., separate disclosure outside of the remuneration 
table. In this regard, commentators are asked to 
furnish the rationale and proposed methodology 
relating to any additional types of plans addressed. 


Proposed Revisions to the Disclosure Requirements 


for Option, Stock Appreciation Rights and Phantom 
Stock Plans 
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The Commission is proposing certain revisions to 
the instructions to Item 4(a) of Regulation S-K which, 
if adopted, would remove from the Item 4(a) table 
the remuneration disclosure relating to option, stock 
appreciation right and phantom stock plans. The 
Commission is further proposing that all disclosure 
relating to such plans, previously included in the 
remuneration table, be set forth in an expanded 
option table pursuant to Item 4(d) of the 
Regulation.'9 


A. Option Disclosure 


Currently, Instruction 2(b) to Item 4(a) requires that 
with regard to stock options the spread, if any, 
between the acquisition price and the fair market 
price of the underlying security on the date of 
exercise be reported in Column C2 (less any amount 
that may have been previously reported with respect 
to such option prior to exercise). The Commission is 
concerned that the present method of option 
disclosure may not be meaningful and may tend to 
distort the remuneration reported in Column C2 fora 
particular officer or director for that period. While 
option plans may represent a significant element in 
many compensation packages, the calculation of 
remuneration thereunder is not easily attributable to 
a given year’s services. Accordingly, such 
information may bear no relationship whatsoever to 
the executive remuneration for services rendered to 
the registrant during the fiscal year. For example, 
there have been instances where an officer has 
exercised during the latest fiscal year, either 
because of the state of the stock market or other 
factors, numerous options received over a number 
of years. Under existing rules, the spread between 
the acquisition price and the fair market value of the 
underlying securities with regard to a// options onthe 
date of exercise would be reported in Column C2 in 
the remuneration table for the year of exercise. 





Such is presently required 
disclosure of Instruction 3(a)(ii). 


in the footnote 


181m doing so, the Commission agrees with the 
position taken by its Division of Corporation Finance 
in Securities Act Release No. 33-6166. 


191f adopted, these proposals would render moot 
Interpretive Responses 4 through 11 of Securities 
Act Release 6166 relating to the reporting in the 
remuneration table of amounts attributable to stock 
options, stock appreciation rights and phantom 
stock plans. 
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Since option plans present such disclosure 
problems, the Commission proposes to exclude the 
“spread” resulting from the exercise of stock options 
from disclosure in the remuneration table. This 
would be accomplished by amending Instruction 
2(b) of Item 4(a) to exclude the fair market value of 
the securities received upon the exercise of stock 
options. All option information, however, would be 
disclosed pursuant to an expanded Item 4(d) 
requirement.”° In order that tis purpose can be 
accomplished, the Commission is also proposing 
that Instruction 3 to Item 4(d) providing an exclusion 
for de minimus option information be deleted. The 
Commission questions whether the thresholds that 
are present in Instruction 3 are appropriate since 
Item 4(d) will contain the sole requirement in Item 4 
with regard to options. However, the Commission 
solicits comments on whether some de minimus 
exclusion for options information should be 
incorporated into Item 4(d) and, if so, whether the 
threshold should be (1) an absolute dollar amount, 
(2) a percentage of compensation reported in the 
remuneration table or (3), a combination of (1) and 
(2) above. 


A new Instruction 3 to Item 4(d) is being proposed. 
This instruction would allow, but would not require, 
option information to be reported separately for (1) 
option transactions during the past fiscal year; and 
(2) option transactions since the close of the fiscal 
year to the latest practicable date. This instruction is 
being proposed to permit registrants to reflect their 
option information in accordance with the time 
period covered by the remuneration table.”! 


The Commission is also proposing the addition of a 
new Category for the option disclosure requirements 
of Item 4(d). Proposed Item 4(d)(3) would call for 
option disclosure, currently required for only officers 
and directors, for all employees of the registrant. 
The revision is being proposed to facilitate further 
the integration of the disclosure provisions of the 
Securities Act of 19337 and the Securities Exchange 
Act of 1934.73 In this regard, reference is made to 
Instruction 4 to Item 3, “Purchase of Securities 
Pursuant to the Plan,” of the recently amended Form 
S-8% which permits the incorporation by reference 
of the option information appearing in an issuer's 
proxy statement meeting the requirements of 
Section 14(a) (or information statement meeting the 
requirements of Section 14(c)) of the Securities 
Exchange Act and the rules promulgated 
thereunder. As noted in that instruction, the 


7 & information regarding options required under Item 3 
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of the Form S-8 is more extensive than presently 
called for by Item 4(d) of Regulation S-K.*° If 
adopted, this proposal will satisfy the requirements 
of Item 3 and the Commission believes that it will 
further reduce or eliminate unnecessary or 
duplicative disclosure in the Commission's 
disclosure documents. 


The Commission believes that these proposals will 
allow the remuneration table to more closely reflect 
the registrant’s remunerative arrangements for 
services rendered by its officers and directors during 
the fiscal year? while at the same time affording full 
disclosure pursuant to Item 4(d) of the relationship 
between the aggregate option price and the 
aggregate market value of stock acquired by an 
officer or director upon the exercise of stock options 
since the beginning of the last fiscal year. 


The Commission specifically invites comment with 
regard to the period covered by Item 4(d) with regard 
to options. Currently, and under the proposed Item 





2°nstruction 5 to Item 4(d), which will remain 
unchanged, in pertinent part states that the 
information called for by the Item may be furnished 
in the form of the table set forth in Appendix A to 
Schedule 14A. 


21Unlike the Item 4(a) remuneration table which 
calls for information relating to the last fiscal year, 
the time period covered by Item 4(d) is “since the 
beginning of the registrant’s last fiscal year.” 


2215 U.S.C. 77a et seq. 


2315 U.S.C. 78a et seq. 


24Securities Act of 1933 Release No. 6202 (April:2, 
1980) [45 FR 23653]. 


25ltem 4 of Regulation S-K is incorporated into Item 7 
of Schedule 14A (17 CFR 240.14a-101.7). 


26In Securities Act Release 6166, the Division of 
Corporation Finance set forth the basic disclosure 
concepts involved in the remuneration table. As 
noted in that release, the purpose of the 
remuneration disclosure is to match all services 
rendered in a given year with all remunerative 
amounts attributable to employees received for 
performing those services. 
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4(d), the period for which information must be 
disclosed with regard to options is since the 
beginning of the last fiscal year. However, as 
discussed below, the proposed stock appreciation 
rights information would cover only the last fiscal 
year. In this regard, commentators are requested to 
address the issue of whether stock option 
information should be geared to a fiscal year period. 


B. Stock Appreciation Rights?’ and Phantom Stock 
Plans 


The Commission is also concerned that the 
inclusion of the remuneration table of amounts 
expensed for financial reporting purposes for stock 
appreciation rights (“SARs”) as well as interests in 
phantom stock plans may tend to confuse the 
shareholder as to the nature of the registrant's 
compensation arrangements for the fiscal year. The 
Commission has been advised that this is 
particularly true for unexercised rights under such 
market based award plans since these rights are 
subject to the unpredictable fluctuations of the 
marketplace and the amount reported in the 
remuneration table may bear no resemblance to 
what the officer or director actually realizes. 
Furthermore, like options, the attribution of 
remuneration under these plans to a given year’s 
services is difficult. 


At present, Instruction 3(b)(i) to Item 4 requires that 
Column D reflect the annual market change that is 
expensed for financial reporting purposes with 
regard to SAR’s and phantom stock plans.” 
Furthermore, Instruction 3(b)(ii) permits a credit to 
be taken against any amounts previously reported in 
Column D, if, in a subsequent fiscal year, the 
registrant, in connection with the same plan or 
arrangement, credits its remuneration expense for 
financial reporting purposes. As a result of these 
provisions, the reporting of stock appreciation rights 
may consist of positive entries in one year followed 
by a series of negative entries in subsequent years 
depending on the movement of the market price of 
the underlying security. 


Because of the above mentioned concerns, as well 
as the fact that stock appreciation and phantom 
stock plans appear to contribute a significant 
percentage of the negative amounts reflected in 
Column D, the Commission believes that the present 
reporting requirements may not serve the purpose of 
the remuneration table which is to reflect 
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remuneration attributed to service rendered in the 
latest year. 


In response to these considerations, ne 
Commission is proposing certain revisions to 
Instructions 2(b) and 3(b) to Item 4(a) and to Item 
4(d) of Regulation S-K. Generally, the proposals 
would exclude amounts relating to stock 
appreciation rights and interests in phantom stock 
plans for inclusion in the remuneration table while 
requiring certain disclosure regarding awards under 
such plans pursuant to an expanded Item 4(d) 
requirement. In this regard, Item 4(d) is proposed to 
be amended by adding two new subparts which 
would require separate disclosure with respect to 
stock appreciation rights and interests in phantom 
stock plans. Proposed Item 4(d)(iv) would require 
that the following information be disclosed with 
regard to all such plans: (1) the number of SARs 
granted during the last fiscal year; (2) the number of 
SARs exercised during the last fiscal year; and (3) 
the number of SARs outstanding as of the end of the 
fiscal year. Likewise, proposed Item 4(d)(v) would 
require disclosure of: (1) the unrealized gain relating 
to all SARs held under these plans as of the 
beginning of the last fiscal year; (2) the unrealized 
gain with respect to SARs granted during the year; 
(3) the value of cash or securities received upon 
exercise during the last fiscal year; and (4) the 
unrealized gain relating to all SARs held at the end of 
the last fiscal year. It should be noted that for 
purposes of proposed Item 4(d)(iv), “unrealized 
gain” for SARs and similar rights would not be a net 
figure, but rather would be calculated only as to 
those rights with respect to which base prices were 
below the current market price.”? In this manner, the 





27S$tock appreciation rights represent the right to 
receive an amount equal to the spread between the 
market price of a number of shares of an employer's 
common stock credited to the participant’s account 
on the date the right is granted and/or the date of 
exercise. 


28For a further discussion of this area, see 
Interpretive Responses 8 through 11 in Release No. 
33-6166. 


29For example, if the fair market price of the 
underlying stock is $25/share and the SAR was 
granted at $30, no loss would be reported for such 


SAR. * 
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amounts realizable if exercise occurred on the 
reporting date would be disclosed.*° 


& The Commission is also proposing Item 4(d)(vi) 
which would require disclosure of the value of all 
SARs held at the end of the fiscal year by all 
employees other than officers and directors. This 
requirement would provide shareholders with an 
understanding of the scope of such plans. 


A proposed amendment to Instruction 1 to ltem 4(d) 
would define the term “stock appreciation rights” as 
including interests in phantom stock plans. It should 
be noted that Item 4(b), Proposed Remuneration, 
would still call for a description of such plans 
including the number of shares upon which the 
interests are based. 


Appendix A of Schedule 14A*! is proposed to be 
expanded to accommodate the above information in 
a table separate from the option disclosure. As with 
options, use of the Appendix A format would not be 
mandatory. In addition, unlike the option disclosure 
requirement which requires information for the 
period since the beginning of the last fiscal year, 
proposed Items 4(d)(iv), (v) and (vi) would require 
information only as to the last fiscal year. 


The Commission believes that this method of 
disclosure when coupled with the removal of stock 
options from the remuneration table will provide 
meaningful information to stockholders in a more 
easily understandable manner. Furthermore, the 
proposed disclosure requirements concerning SARs 
and phantom stock plans will afford the shareholder 
an appreciation of the full extent of these 
compensation arrangements. 


In the past, questions have arisen concerning the 
reporting under Item 4(d) of stock options that are 
granted in tandem with SARs. Since the holder, in 
most cases, may exercise either the SAR or the 
option but not both, the Commission requests 
specific comment on whether an instruction should 
be included in Item 4(d) which would address 
possible double reporting and, if so, what reporting 
the instruction should permit. 


As with options, the Commission is soliciting specific 
comment concerning whether a de minimus 
exception should be included in the proposed stock 
appreciation rights disclosure requirements and, if 
so, whether the threshold should be (1) an absolute 


] @v amount, (2) a percentage of compensation 
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reported in the remuneration table or (3), a 
combination of (1) and (2) above. 


Item 4(e)—Indebtedness of Management 


The Commission is proposing to include savings and 
loan associations and broker-dealers extending 
credit under Federal Reserve Regulation T* within 
the exception in item 4(e) which currently relates 
only to banks. Under the proposal, the specified 
entities would not have to furnish detailed disclosure 
with regard to loans extended to management if a 
statement is included that the loans to such persons 
(1) were made in the ordinary course of business; (2) 
were made on substantially the same terms, 
including interests and collateral, as those 
prevailing at the time for comparable transactions 
with unaffiliated persons; and (3) did not involve 
more than the normal risk of collectibility or present 
other unfavorable features. 


In the Commission’s view, the same _ policy 
considerations regarding bank loans to 
management should apply to these other regulated 
industries. In addition, the proposal reflects current 
interpretations and administrative practice.*° 


Proposed Item 4(h)—Termination of Employment 


In its administration of the remuneration disclosure 
requirements, the Commission has become aware 
of situations where no disclosure has been 
presented with regard to remunerative plans or 
arrangements resulting from the termination of 
employment. The Commission believes that such 
arrangements are significant to an assessment of 
the company’s compensation policy and should be 
disclosed. Accordingly, a new Item 4(h) is being 
proposed which will require a description of any 
remunerative plans or arrangements that result or 





3°Proposed Instruction 8 to Item 4(d) would allow 
registrants to disclose, at their option, the amount of 
unrealized gain that relates to SARs that are not 
currently exercisable. 

3117 CFR 240.14a-103. 

3212 CFR Part 220. 


3See Interpretive Response 53, Securities Act 
Release No. 6166. 
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will result from the termination of employment of 
any individual named in the remuneration table in 
any of the last three years. 


Proposed Renumbering 


The Commission is also proposing the renumbering 
of certain paragraphs of Item 4 to conform these 
paragraphs and their subparts to the other sections 
of the Item.** The Commission believes that the 
elimination of the present inconsistent numbering 
scheme will improve the readability of the Item. If 
the proposals, as renumbered, are adopted, 
corresponding changes will be made throughout 
Schedule 14A of the Commission’s proxy rules 
wherever reference to the renumbered paragraphs 
may appear. 


General and Specific Inquiries 


Any interested person wishing to submit written 
comments on the proposed amendments to Item 4 
of Regulation S-K, as well as on other matters which 
might have an impact upon the proposals contained 
herein, is invited to do so. Moreover, commentators 
are urged to address any alternatives or 
modifications which may assist the Commission in 
resolving the disclosure problems set forth in this 
release. 


The Commission also solicits comment as to 
whether the proposed amendments would have an 
adverse effect on competition or would impose a 
burden on competition. Comments on this inquiry 
will be considered by the Commission in complying 
with its responsibilities under Section 23(a)(2) of the 
Exchange Act. 


Specific Inquiry 

The Commission solicits comment as to whether the 
amendment of Item 4 of Regulation S-K would have 
an adverse effect on competition or would impose a 
burden on competition. 


TEXT OF PROPOSALS 


The text of the proposals is set forth below: 


(Attention—The text of the following proposed 
amendments uses * * Stars to indicate additions 
and [ ] brackets to indicate deletions.) 


PART 229—STANDARD INSTRUCTIONS FOR 
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FILING FORMS UNDER SECURITIES ACT OF 1933 
AND SECURITIES EXCHANGE ACT OF 1934— 
REGULATION S-K 


1. 17 CFR 229.20 is proposed to be amended by 
revising Item 4 as follows: 


§229.20 Information required in document. 


* * eK 


Item 4. Management remuneration. 


(a) Current remuneration. Furnish the information 
required in the table below, in substantially the 
tabular form as specified, concerning all 
remuneration, except remuneration resulting from 
any pension, *stock option or stock appreciation 
right plan,* of the following persons and groups for 
services in all capacities to the registrant and its 
subsidiaries during the registrant's last fiscal year, 
or, in specified instances, certain prior fiscal years: 


(1) Five executive officers or directors. Each of the 
five most highly compensated executive officers or 
directors of the registrant as to whom the total 
remuneration required to be disclosed in Columns 
Cl and C2, below would exceed $50,000, naming 
each such person; and 


(2) All officers and directors. All officers and 
directors of the registrant as a group, stating the 
number of persons in the group without naming 
them. 


(3) Specified Tabular Format: 


Remuneration Table 





(B) (C) 
Cash and cash-equivalent 
forms of remuneration 
(C1) (C2) 


Name of in- Capacities Salaries, Securities Aggregate 


dividual or num- in which _ fees, direc- or property of contin- 


ber of persons served tors fees, insurance gent forms 


in group commissions, benefits or of re- 


and bonuses reimburse- remunera- 
ment, personal tion 


benefits 








*The Commission is proposing renumbering 
paragraphs (d) and (e) of Item 4 as well as certain 
subparts in Instruction 2 of Item 4(a) and Instruction 

3 of Item 4(f). s 
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Instructions to Item 4(a). 1. Columns A and B, 
Persons subject to this item. 


(a) This item applies to any person who was an 
executive officer, officer, or director of the registrant 
at any time during the fiscal year. However, 
information need not be given for any portion of the 
period during which such person was not an 
executive officer, officer, or director of the registrant, 
provided a statement to that effect is made. Item 
4(a)(1) applies to “executive officers” and directors. 
Item 4(a)(2) applies to “executive officers,” other 
officers, and directors. 


(b) An “executive officer” of a [person] *registrant* 
includes its president, secretary, treasurer, any vice 
president in charge of a principal business unit, 
division, or function (such as sales, administration 
or finance), and any other [person] *xemployeex 
who performs similar policy-making functions. 
*Executive officers of subsidiaries may be deemed 
“executive officers” of the registrant if they perform 
policy-making functions for the registrant.« 


2. Column C. Column C shall include remuneration 
for services rendered during the fiscal year 
distributed to or for the account of the specified 
person or group, or which is accrued and with 
reasonable certainty will be distributed or uncon- 
ditionally vested in the future. Column C shall also 
include any amount actually distributed in the latest 
fiscal year which relates to services rendered in a 
prior fiscal year, less any amount relating to the 
same contract, agreement, plan, or arrangement 
previously included in the remuneration table fora 
prior fiscal year. However, if this calculation results 
in a credit, any such credit should be reflected in 
Column D and not Column C2. See Instruction 
3(b)(2). Column C should be segregated into two 
subcolumns; the first, C1, should include the forms 
of remuneration described in Instruction 2(a), 
below; the second, C2, should include the forms of 
remuneration described in Instruction 2(b), (c) and 
(d), below. Column C shall include cash or cash- 
equivalent amounts distributed or accrued, 
including but not limited to the following: 


*(The specific forms of remuneration referred to in 
Instructions 3(a), 3(b) and 3(c) to this item are 
properly reported in Column C if the distribution of 
such remuneration or the unconditional vesting or 
measurement of benefits thereunder is not subject 
to future events.)* 
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(a) Salaries. All cash remuneration distributed or 
accrued in the form of salaries, fees, directors’ fees, 
commissions and bonuses. 


(b) Securities or property. The spread between the 
acquisition price, if any, and the fair market price of 
all securities or property acquired, under any 
contract, agreement, plan or arrangement, 
[including securities issued on exercise of options] 
*xexcluding any spread relating to securities issued 
on the exercise of options, or cash or securities 
issued on the exercise of options, or cash or 
securities received pursuant to the exercise of a 
stock appreciation right or interest in a phantom 
stock plan for which disclosure is called for by Item 
4(d),* for the benefit of any of the specified persons 
or groups, less any amount previously reported in 
the remuneration table for a prior fiscal year with 
respect to the same contract, agreement, plan or 
arrangement. The fair market price of any such 
securities or property shall be determined as of the 
date during the fiscal year that either of the following 
events occurs; or if the plan or arrangement 
contemplates that both such events may occur, the 
fair market price shall be determined as of the date 
during the fiscal year that the later event occurs: 


(1) The recipient exercises [any option, right or 
similar] *an* election *(similar to the exercise of an 
option or right)* in connection with the contract, 
agreement, plan or arrangement; or 


(2) The recipient becomes entitled without further 
contingencies to retain the securities or property. 


(c) Life or health insurance; medical reimbursement 
plans. 


The cost of premiums paid by the registrant or any of 
its subsidiaries on life insurance policies insuring 


any such person or group, unless the sole 
beneficiary under the policy is the registrant or its 
subsidiaries. Also, the cost of any premium for 
health insurance and the costs of any medical 
reimbursement plans (which may be the benefits 
paid under any such plans) for the benefit of the 
specified persons and groups shall be allocated to 
such persons and groups and reflected in Column C. 
Information need not be furnished pursuant to this 
Instruction 2(c) for any costs under group life, 
health, hospitalization, or medical reimbursement 
plans which do not discriminate in favor of officers or 
directors of the registrant and which are available 
generally to all salaried employees. 
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(d) Personal benefits. The value of personal benefits 
which are not directly related to job performance, 
other than those provided to broad categories of 
employees and which do not discriminate in favor of 
officers or directors, furnished by the registrant or its 
subsidiaries directly or through third parties to each 
of the specified persons and groups, or benefits 
furnished by the registrant or its subsidiaries to other 
persons which indirectly benefit the specified 
persons. 


[(i)] *(1)* Valuation. Such benefits shall be valued 
on the basis of the registrant’s and subsidiaries’ 
aggregate actual incremental costs; however, if such 
aggregate costs are significantly less than the 
aggregate amounts the recipient would have had to 
pay to obtain the benefits, appropriate disclosure, 
including the aggregate value to the recipient, 
should be made in a footnote to the table. 


[(ii)] *(2)* Conditional exclusion of personal 
benefits. If the registrant cannot determine without 
unreasonable effort or expense the specific amount 
of certain personal benefits, or the extent to which 
benefits are personal rather than business, the 
amount of such personal benefits may be omitted 


from the table provided the following condition is 
met: 


[A.] *(i)* Inquiry. After reasonable inquiry, the 
registrant has concluded that the aggregate 
amounts of such personal benefits which cannot be 
specifically or precisely ascertained do not in any 
event exceed $10,000 as to each person or, in the 
case of a group, $10,000 for each person in the 
group and has concluded that the information set 
forth in the table is not rendered materially 
misleading by virtue of the omission of the value of 
such personal benefits. 


[(iii)] *(3)* Footnote disclosure. \f as to a person 
named in the table an amount representing personal 
benefits included in Column C2 exceeds 10 percent 
of the aggregate amount disclosed in Columns Cl 
and C2 or $25,000, whichever is less, include a 
footnote to the table stating the dollar amount or 
percentage of Column C2 represented by such 
personal benefits and briefly describing the kinds of 
such benefits. 


3. Column D. Column D shall include remuneration 
of the specified persons and groups in whole or in 
part for services rendered during the fiscal year, 
including but not limited to the forms of 
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remuneration described in paragraphs (a) through 
(c) below, if the distribution of such remuneration or 
the unconditional vesting or measurement of 
benefits thereunder is subject to future events. 


NOTE: Registrants need only report remuneration in 
accordance with Column D as it relates to the latest 
fiscal year. They need not for example, report 
amounts accrued in previous periods. 


(a) Pension or retirement plans; annuities; 
employment contracts; deferred compensation 
plans. [i] As to each of the specified persons and 
groups, the amount expensed for financial reporting 
purposes by the registrant and its subsidiaries for 
the year which represents the contribution, 
payment, or accrual for the account of any such 
person or group under any existing pension or 
retirement plans x*(except the amount of 
contribution, payment, or accrual relating to a 
defined benefit or actuarial plan for which 
information is required by Item 4(b)(2)),* annuity 
contracts, deferred compensation plans, or any 
other similar arrangements. Such amounts should 
be reflected as remuneration for the fiscal year 
under all such plans or arrangements, including 
plans qualified under the Internal Revenue Code. 
[unless, in the case of a defined benefit or actuarial 
plan, the amount of the contribution, payment, or 
accrual in respect of a specified person is not and 
cannot readily be separately or individually 
calculated by the regular actuaries of the plan. 


(ii) lf amounts are excluded from the table pursuant 
to the previous provision, include a footnote to the 
table: (A) stating such fact; (B) disclosing the 
percentage which the aggregate contributions tothe 
plan bears to the total remuneration of plan 
participants covered by such plan; and (C) briefly 
describing the remuneration covered by the plan.] 


(b) Incentive and compensation plans and 
arrangements. 

(1) With respect to [stock options, stock 
appreciation right plans, phantom stock plans and 
any other] incentive or compensation plans or 
arrangements, xother than stock option, stock 
appreciation appreciation right and phantom stock 
plans,* pursuant to which the measure of benefits is 
based on objective standards or on the value of 
securities of the registrant or another person, 
granted, awarded or entered into at any time in 
connection with services, to the registrant or its 


Volume 19, No. 20, May 20, 1980 





subsidiaries, include as remuneration of each of the 
specified persons and groups any amount expensed 
by the registrant and its subsidiaries for financial 
reporting purposes for the fiscal year as 
remuneration for any such specified person or group 
attributable to an interest in any such plan or 
arrangement. 


(2) If the registrant has expensed amounts for 
financial reporting purposes and reported such 
amounts in the remuneration table and in a 
subsequent year, in connection with the same plan 
or arrangement, credits its remuneration expense 
for financial reporting purposes, for any proper 
reason, including a decline in the market price of the 
securities, such credit may be reflected as a 
reduction of the remuneration reported in Column D. 
If amounts credited pursuant to this instruction are 
so reflected in the table, include a footnote stating 
the amount of such credit and briefly describing 
such treatment. 


[(3) The term “options” as used in this item includes 
all options, warrants or rights, other than those 
issued to security holders as such on a pro rata 
basis. ] 


(c) Stock purchase plans; profit sharing and thrift 
plans. Include the amount of any contribution, 
payment or accrual for the account of each of the 
specified persons and groups under any stock 
purchase, profit sharing, thrift, or similar plans 
which has been expensed during the fiscal year by 
the registrant and its subsidiaries for financial 
reporting purposes. Amounts reflecting 
contributions under plans qualified under the 
Internal Revenue Code may not be excluded. 


4. Transactions with third parties. |tem 4(a), among 
other things, includes transactions between the 
registrant and a third party when the primary 


purpose of the transaction is to furnish 
remuneration to the persons specified in Item 4(a). 
Other transactions between the registrant and third 
parties in which persons specified in Item 4(a) have 
an interest, or may realize a benefit, generally are 
addressed by other disclosure requirements 
concerning the interest of management and others 
in certain transactions. Item 4(a) does not require 
disclosure of remuneration paid to a partnership in 
which any officer or director was a partner; any such 
transactions should be disclosed pursuant to these 
other disclosure requirements, and not as a note to 
the remuneration table presented pursuant to Item 
A(a). 
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5. Other permitted disclosure. The registrant may 
provide additional disclosure through a footnote to 
the table, through additional columns, or otherwise, 
describing the components of aggregate 
remuneration in such greater detail as is 
appropriate. 


6. Definition of “plan”. The term “plan” as used in 
this item includes all plans, contracts, 
authorizations, or arrangements, whether or not set 
forth in any formal documents. 


(b) Proposed remuneration. 


*(1)* Briefly describe all remuneration payments 
proposed to be made in the future, pursuant to any 
[existing] *ongoing* plan or arrangement to the 
persons and groups specified in Item 4(a). [As to 
defined benefit or actuarial plans with respect to 
which amounts are not included in the table 
pursuant to Instruction 3(a) to Item 4(a), include a 
separate table showing the estimated annual 
benefits payable upon retirement to persons in 
specified remuneration and years-of-service 
classifications.] Information need not be furnished 
with respect to any group life, health, hospitalization, 
or medical reimbursement plans which do not 
discriminate in favor of officers or directors of the 
registrant and which are available generally to all 
salaried employees. 


*(2) As to defined benefit and actuarial plans with 
respect to which amounts are not included in the 
remuneration table pursuant to Instruction 3(a) to 
Item 4(a), include a separate table showing 
estimated annual benefits payable upon normal 
retirement to persons in specified remuneration and 
years-of-service classifications. In addition the 
registrant shall (i) describe the compensation 
covered by the plan; and (ii) state the years of service 
at normal retirement of the individuals named inthe 
table required by Item 4(a).* 


*Example of Tabular Format: 

REMUNERATION YEARS OF SERVICE 
16 20 25 30 35 
XXX XXX XXX XXX XXX 
Ot 3068 “Wer Oot | OO 
XXX XXX XXX XXX XXX 
XXX XXX XXX XXX XXX 
Ot WO Moet swt wee 


125,000 
150,000 
175,000 
200,000 
225,000 


NOTE: Remuneration levels should reflect 
reasonably expected increases in compensation. 
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Instruction to Item 4(b). Paragraph (1) of this item 
requires a brief description of the operation of any 
remuneration plan or arrangement which is 
operable for more than the latest fiscal year, 
notwithstanding the fact that amounts attributable 
to such plan were reported pursuant to Item 4(a) or 
4(d) of this regulation.* 


(c) Remuneration of directors. 1. Standard 
arrangements. Describe any standard arrangement, 
stating amounts, by which directors of the registrant 
are compensated for all services as a director, 
including any additional amounts payable for 
committee participation or special assignments. 


2. Other arrangements. If a director of the registrant 
received remuneration for services as a director 
during the fiscal year in addition to or in lieu of that 
specified by any standard arrangement, state the 
name of such directors and the amount of such 
remuneration earned by each; if this information is 
given as to a person named in the table required by 
Item 4(a), a cross-reference may be used. 


(d) Options, warrants, or rights. Furnish the following 
information as to all xstock appreciation rights* and 
options to purchase securities from the registrant or 
any of its subsidiaries which were granted to or 
exercised by the following persons since the 
beginning of the registrant’s last fiscal year xwith 
regard to options and during the last fiscal year with 
regard to stock appreciation rights*, and as to all 
options held by such persons as of the latest 
practicable date xand stock appreciation rights held 
at the end of the last fiscal year*: [(i)] *(1)* each 
director or officer named in answer to paragraph 
(a)(1), naming each such person; [(ii)] *(2)* all 
directors and officers of the registrant as a group, 
without naming them; and %*(3)* all other 
employees. 


[(1)] *(i)* As to options granted during the period 
specified, state [(i)] *A)* the title and aggregate 
amount of securities called for; [(ii)] *(B)* the 
average option price per share; and [(iii)] *(C)* if 
the option price was less than 100 percent of the 
market value of the security on the date of grant, 
such fact and the market price on such date shall be 
disclosed. 


[(2)] *(ii)* As to options exercised during the period 
specified, state [(i)] *(A)* the title and aggregate 
amount of securities purchased; [(ii)] *(B)* the 
aggregate purchase price; and [(iii)] *(C)* the 
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aggregate market value of the securities purchased 
on the date of purchase. 


[(3)] *(iii)* As to all unexercised options held as of 
the latest practicable date (state date), regardless of 
when such options were granted, state [(i)] *(A)* 
the title and aggregate amount of securities called 
for, and [(ii)] *(B)* the average option price per 
share. 


*x(iv) As to stock appreciation rights state the 
number (A) granted during the last fiscal year; (B) 
exercised during the last fiscal year; and (C) 
outstanding at the end of the last fiscal year. 


(v) As to stock appreciation rights state the value of 
(A) the unrealized gain on the outstanding rights at 
the beginning of the last fiscal year; (B) the cash or 
securities received upon exercise of the rights 
during the last fiscal year; (C) the unrealized gain at 
the end of the fiscal year on rights granted during the 
last fiscal year; and (D) the unrealized gain on 
outstanding rights at the end of the last fiscal year. 


(vi) As to stock appreciation rights, information with 
regard to all other employees shall only consist of the 
value of the unrealized gain on all rights outstanding 
at the end of the fiscal year.* 


Instructions. 1. The term “options” as used in this 
paragraph (d) includes all options, warrants or 
rights, other than those issued to security holders as 
such on a pro rata basis. Where the average option 
price per share is called for, the weighted average 
price per share shall be given. *The term “stock 
appreciation right” includes interests in phantom 
stock plans.* 


2. The extension, regranting or material amendment 
of options shall be deemed the granting of options 
within the meaning of this paragraph. 


[3. (i) Where the total market value on the granting 
dates of the securities called for by all options 
granted during the period specified does not exceed 
$10,000 for any officer or director named in answer 
to paragraph (a)(1), or $40,000 for all officers and 
directors as a group, this item need not be answered 
with respect to options granted to such person or 
group. 


(ii) Where the total market value on the dates of 


purchase of all securities purchased through the 
exercise of options during the period specified does 
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not exceed $10,000 for any such period or $40,000 
for such group, this item need not be answered with 
respect to options exercised by such person or 
group. 


(iii) Where the total market value as of the latest 
practicable date of the securities called for by all 
options held at such time does not exceed $10,000 
for any such person or $40,000 for such group, this 
item need not be answered with respect to options 
held as of the specified date by such person or 
group.] 


3. x The information called for by this paragraph with 
regard to options may, but need not, be reported 
separately for option transactions during the past 
fiscal year and option transactions since the close of 
the last fiscal year to the latest practicable date. 
Additionally, it should be noted the information with 
regard to stock appreciation rights need only be 
reported on a fiscal year basis rather than since the 
beginning of the last fiscal year.* 


4. If the options relate to more than one class of 
securities the information shall be given separately 
for each such class. 


5. The information called for by this paragraph may 
be furnished in the form of the table set forth in 
Appendix A to Schedule 14A wherever it is required. 


6. If the information called for by Item 4(d)[(3)] 
*(iii)* is being presented ina registration statement 
filed pursuant to the Securities Act of 1933, the 
information required by that subparagraph shall be 
reported for all options outstanding (regardless of 
who holds them) as of a period 30 days prior to the 
date of filing of the registration statement. 
Instructions 1 through 5 do apply. 


*7. In calculating the unrealized gain on 
outstanding stock appreciation rights, issuers 
should report the realizable value had the rights 
been exercised at the end of the fiscal year. All 
outstanding rights granted at prices currently above 
present market should be disregarded in 
determining this calculation.* 


*8. If securities rather than cash are received upon 
the exercise of a stock appreciation right, the fair 
market value of said securities on the date of 
exercise should be reported pursuant to this Item. 


e 9. With regard to Item 4(d)(v), registrants may 
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disclose, at their option, that portion of the total 
unrealized gain reported which relates to rights that 
are not currently exercisable.* 


(e) Indebtedness of management. State as to each of 
the following persons who was indebted to the 
registrant or its subsidiaries at any time since the 
beginning of the last fiscal year of the registrant, [(i)] 
*(1)* the largest aggregate amount of indebtedness 
outstanding at any time during such period, [(ii)] 
*(2)* the nature of the indebtedness and of the 
transaction in which it was incurred, [(iii)] *(3)* the 
amount thereof outstanding as of the latest 
practicable date, and [(iv)] *(4)* the rate of interest 
paid or charged thereon: 


[(1)] *(i)* Each director or officer of the registrant; 


[(2)] *(ii)* Each nominee for election as a director; 
and 


[(3)] *(iii)* Each associate of any such director, 
officer or nominee. 


Instructions. 1. Include the name of each person 
whose indebtedness is described and the nature of 
the relationship by reason of which the information 
is required to be given. 


2. This paragraph does not apply to any person 
whose aggregate indebtedness did not exceed 
$10,000 or 1 percent of the registrant’s total assets, 
whichever is less, at any time during the period 
specified. Exclude in the determination of the 
amount of indebtedness all amounts due from the 
particular person for purchases subject to usual 
trade terms, for ordinary travel and expense 
advances and for other transactions in the ordinary 
course of business. 


3. Notwithstanding Instruction 2, if the registrant or 
any of its subsidiaries is engaged primarily in the 
business of making loans and loans to any of the 
specified persons in excess of $10,000 or one 
percent of its total assets, whichever is less, were 
outstanding at any time during the period specified, 
such loans shall be disclosed. However, if the lender 
is a bank, *Savings and loan association, or a broker- 
dealer extending credit under Federal Reserve 
Regulation T (12 CFR Part 220),* such disclosure 
may consist of a statement, if such is the case, that 
the loans to such persons [(i)] *(a)* were made in 
the ordinary course of business, [(ii)] *(b)* were 
made on substantially the same terms, including 
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interest rates and collateral, as those prevailing at 
the time for comparable transactions with other 
persons, and [(iii)] *(c)* did not involve more than 
normal risk of collectibility or present other 
unfavorable features. 


4. If any indebtedness required to be described 
arose under Section 16(b) of the Act and has not 
been discharged by payment, state the amount of 
any profit realized, that such profit will inure to the 
benefit of the issuer or its subsidiaries and whether 
suit will be brought or other steps taken to recover 
such profit. If in the opinion of counsel a question 
reasonably exists as to the recoverability of such 
profit, it will suffice to state all facts necessary to 
describe the transaction, including the prices and 
number of shares involved. 


5. If the information called for by Item 4(e) is being 
presented in a registration statement filed pursuant 
to the Securities Act of 1933 or the Securities 
Exchange Act of 1934, the information called for by 
that paragraph shall be presented for the last three 
years. 


(f) Transactions with management. Describe briefly 
any transaction since the beginning of the 
registrant's last fiscal year or any presently proposed 
transactions, to which the registrant or any of its 
subsidiaries was or is to be a party, in which any of 
the following persons had or is to have a direct or 
indirect material interest, naming such person and 
stating his relationship to the registrant, the nature 
of his interest in the transaction and, where 
practicable, the amount of such interest: 


(1) Any director or officer ofthe registrant; 
(2) Any nominee for election as a director; 
(3) Any security holder who is known tothe registrant 


to own of record or beneficially more than five 


percent of any class of registrant's voting securities; 
and 


(4) Any relative or spouse of any of the foregoing 
persons, or any relative of such spouse, who has the 
same home as such person or who is a director or 
officer of any parent or subsidiary of the registrant. 


Instructions 1. No information need be given in 
response to this item Item 4(f) as to any 
remuneration or other transaction reported in 
response to Item 4(a), (b), (c), (d) or (e), or as to any 
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transaction with respect to which information may 
be omitted pursuant to Instruction 2 to ltem 4(b), the 
instruction to Item 4(c), Instruction 3 to Item 4(d) or 
Instruction 2 or 3 to Item 4(c). Instruction 2 to Item 
4(a) applies to this Item 4(f). 


2. No information need be given in answer to this 
Item 4(f) as to any transaction where: 


(a) The rates or charges involved in the transaction 
are determined by competitive bids, or the 
transaction involves the rendering of services as a 
common or contract carrier, or public utility, at rates 
or charges fixed in conformity with law or 
governmental authority; 


(b) The transaction involves services as a bank 
depositary of funds, transfer agent, registrar, trustee 
under a trust indenture, or similar services; 


(c) The amount involved in the transaction or series 
of similar transactions, including all periodic 
installments in the case of any lease or other 
agreement providing for periodic payments or 
installments, does not exceed $40,000; or 


(d) The interest of the specified person arises solely 
from the ownership of securities of the registrant and 
the specified person receives no extra or special 
benefit not shared on a pro rata basis by all holders of 
securities of the class. 


3. It should be noted that this item calls for 
disclosure of indirect, as well as direct, material 
interests in transactions. A person who has a 
position or relationship with a firm, corporation, or 
other entity, which engages in a transaction with the 
issuer or its subsidiaries may have an indirect 
interest in such transaction by reason of such 
position or relationship. However, a person shall be 
deemed not to have a material indirect interest in a 
transaction within the meaning of this Item 4(f) 
where: 


(a) The interest arises only [(i)] *(1)* from such 
person’s position as a director of another corporation 
or organization (other than a partnership) which is a 
party to the transaction, or [(ii)] *(2)* from the 
direct or indirect ownership by such person and all 
other persons specified in subparagraphs (1) 
through (4) above, in the aggregate, of less thana 10- 
percent equity interest in another person (other than 
a partnership) which is a party to the transaction, or 
[(iii)] *(3)* from both such position and ownership; 
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(b) The interest arises only from such person's 
position as a limited partner in a partnership in 
which he and all. other persons specified in (1) 
through (4) above had an interest of less than 10 
percent; or 


(c) The interest of such person arises solely from the 
holding of an equity interest (including a limited 
partnership interest but excluding a_ general 
partnership interest) or a credit interest in another 
person which is a party to the transaction with the 
registrant or any of its subsidiaries and the 
transaction is not material to such other person. 


4. The amount of the interest of any specified person 
shall be computed without regard to the amount of 
the profit or loss involved in the transaction. Where it 
is not practicable to state the approximate amount of 
the interest, the approximate amount involved inthe 
transaction shall be indicated. 


5. In describing any transaction involving the 
purchase or sale of assets by or to the registrant or 
any of its subsidiaries, otherwise than in the ordinary 
course of business, state the cost of the assets to the 
purchaser and, if acquired by the seller within two 
years prior to the transaction, the cost thereof to the 
seller. If the information prescribed by this 
instruction is to be included in a registration 
statement filed on Form S-11, disclose the aggregate 
depreciation claimed by the seller for federal 
income tax purposes, if acquired by the seller within 
five years prior to the transaction. Indicate the 
principle followed in determining the registrant’s 
purchase or sale price and the name of the person 
making such determination. 


6. If the information called for by Item 4(f) is being 
presented in a registration statement filed pursuant 
to the Securities Act of 1933 or the Securities 
Exchange Act of 1934, the period for which the 
information called for shall be reported is the 
previous three years. 


7. Include the name of each person whose interest in 
any transaction is described and the nature of the 
relationship by reason of which such interest is 
required to be described. Where it is not practicable 
to state the approximate amount of the interest, the 
approximate amount involved in the transaction 
shall be indicated. 


8. Information shall be furnished in answer to this 
item with respect to transactions not excluded above 
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which involve remuneration from the registrant or its 
subsidiaries, directly or indirectly, to any of the 
specified persons for services in any capacity unless 
the interest of such persons arises solely from the 
ownership individually and in the aggregate of less 
than 10% of any class of equity securities of another 
corporate furnishing the services to the registrant or 
its subsidiaries. 


9. If the filing to which this item relates is a 
registration statement under the Securities Act, 
information should be included as to any material 
underwriting discounts and commissions upon the 
sale of securities by the registrant where any of the 
specified persons was or is to be a principal 
underwriter or is a controlling person, or member, of 
a firm which was or is to be a principal underwriter. 
Information need not be given concerning ordinary 
management fees paid by underwriters to a 
managing underwriter pursuant to an agreement 
among underwriters the parties to which do not 
include the registrant or its subsidiaries. 


10. The foregoing instructions specify certain 
transactions and interests as to which information 
may be omitted in answering this item. There may be 
situations where, although the foregoing 
instructions do not expressly authorize 
nondisclosure, the interest of a specified person in 
the particular transaction or series of transactions is 
not a material interest. In that case, information 
regarding such interest and transaction is not 
required to be disclosed in response to this item. The 
materiality of any interest or transaction, is to be 
determined on the basis of the significance of the 
information to investors in light of all of the 
circumstances of the particular case. The 
importance of the interest to the person having the 
interest, the relationship of the parties to the 
transaction to each other and the amount involved in 
the transaction are among the factors to be 
considered in determining the significance of the 
information to investors. 


(g) Transactions with pension or similar plans. 
Describe briefly any transactions since the 
beginning of the registrant’s last fiscal year or any 
presently proposed transactions, to which any 
pension, retirement, savings or similar plan 
provided by the registrant, or any of its parents or 
subsidiaries was or is to be a party, in which any of 
the following persons had or is to have a direct or 
indirect material interest, naming such person and 
stating his relationship to the registrant, the nature 
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of his interest in the transaction and, where 
practicable, the amount of such interest: 


(1) Any director or officer of the registrant; 
(2) Any nominee for election as a director; 


(3) Any security holder who is known tothe registrant 
to own of record or beneficially more than 5 percent 
of the outstanding voting securities of the registrant; 


(4) Any relative or spouse of any of the foregoing 
persons, or any relative of such spouse, who has the 
same home as such person or who is a director or 
officer of any parent or subsidiary of the registrant; 
or 


(5) The registrant or any of its subsidiaries. 


Instructions. 1. Instructions 2, 3, 4 and 5 to Item 4(f) 
shall apply to this Item 4(g). 


2. Without limiting the general meaning of the term 
“transaction” there shall be included in answer to 
this item any remuneration received or any loans 
received or outstanding during the period, or 
proposed to be received. 


3. No information need be given in answer to 
paragraph (g) with respect to: 


(a) payments to the plan, or payments to 
beneficiaries, pursuant to the terms of the plan; 


(b) payment of remuneration for services not in 
excess of 5 percent of the aggregate remuneration 
received by the specified person during the 
registrant's last fiscal year from the registrant and its 
subsidiaries; or 


(c) any interest of the registrant or any of its 
subsidiaries which arises solely from its general 
interest in the success of the plan. 


*(h) Termination of employment. If any person 
named in the Item 4(a) table in any of the last three 
fiscal years resigns, retired or had his employment 
with the registrant terminated since the beginning of 
the last year, describe, unless previously disclosed, 
any remunerative plans or arrangements with such 
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persons, including payments to be received from the 
registrant, which result or will result from the 
termination of employment. 


Instructions. 1. No information need be given in 
response to this item as to any remuneration or other 
transactions reported in response to Item 4(a), (b), 
(c), (d) or (e).* 


PART 240—GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 


2. 17 CFR 240.14a-103 is proposed to be amended 
by revising Appendix A as follows: 


§240.14a-103 Appendix A (to Schedule 14A 
(§240.14a-101)). 


The table *s* set forth below xarex [is an] 
illustration *s* of the presentation in tabular form of 
the information required by Item [7] *4* (d) xof 
Regulation S-K (17 CFR 229.20.4(d))* and 
Instruction 3(c) to Item 9(d) of Schedule 14A, which 
also applies to Items 10(d) and 11(c). If only Item [7] 
*4(d) of Regulation S-K* applies and Items 9, 10 
and 11 are inapplicable, information need only be 
furnished for the period specified in Item [7] *4« 
(d), information called for in Table | as to shares sold 
may be omitted. [and the reference at the foot of the 
table to options granted to employees may be 
omitted] See Instruction [4] *5* to Item [7] *4* (d) 
xof Regulation S-K.* Other tabular presentations 
are, of course, acceptable if they include the 
necessary data. Tabular presented may not be 
needed if only a very few options x*xor stock 
appreciation rights* have been granted. 


TABLE I—STOCK OPTIONS 


“The following tabulation shows as to certain 
directors and officers and as to all directors and 
officers as a group xand all other employees» (i) the 
amount of options granted since the beginning of the 
fifth previous full fiscal year, (ii) the amount of 
shares acquired since that date through the exercise 
of options granted since that date or prior thereto, 
(iii) the amount of shares sold during such period of 
the same class as those so acquired, and (iv) the 
amount of shares subject to all unexercised options 
held as of (Insert Date). ” 
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COMMON SHARES (1) 
Granted—19-to-date: 

Number of shares 

Average per share option price 


Exercised—19-to-date: 
Number of shares 
Aggregate option price of options exercised 
Aggregate market value of shares on date 
options exercised 


Sales—19-to-date: 
Number of shares 


Unexercised at 19_. 
Number of shares 
Average per share option price 


[In addition, during the period employees were 
granted options for shares at an average option price 
per share of $ 


1. All common share figures have been adjusted in 
accordance with the terms of the options to reflect 
the stock split in 19 and, where apolicable, to 
give effect to share dividends. 


2. Sales by directors and officers who exercise 
options during the period 19 to date. 


*3. Registrants may but need not provide this 
information for all other employees. * 


Number of Stock 
Appreciation Rights* 
From (date) to (date) 


Granted Exercised Outstanding 
During Period During Period End of Period 


John Jones 

James Smith 
Richard Roe 
All directors 


and officers 
as a group 


All directors 
and officers 
as a group 


Richard 
Roe 


* All other 
employees* 


* TABLE lI—STOCK APPRECIATION RIGHTS 


The following tabulation shows as to certain 
directors and officers and as to all directors and 
officers as a group information with regard to (1) the 
number of stock appreciation rights (or interests in 
phantom stock plans) (i) granted since the 
beginning of the fifth full fiscal year, (ii) exercised 
during that period and (iii) outstanding at the end of 
that period and (2) the value of the stock 
appreciation rights (or interests in phantom stock 
plans) (i) at the beginning of the fifth full fiscal year 
period (ii) received upon exercise during this period 
(iii) granted during the period but unexercised at 
end of period, and (iv) outstanding at the end of the 
period.* 


Value of Stock 
Appreciation Rights 
From (date) to (date) 


Unrealized 
Gain at 
End of 


Period** 
xk 


Amounts 
Received 
As a Re- 
sult of 
Exercise 
During 
Period 


Unrealized 
Gain With 
Respect to 
Unexercised 
Grants 
During 
Period** 


Unrealized 
Gain at 
Beginning 
of Period** 


All other employees held SARs at the end of the period with unrealized gain of $ ____. 
*All stock appreciation right figures have been adjusted in accordance with the terms of the stock appreciation rights and where ap- 


plicable to reflect the stock split in 19___. 
**Based upon a closing price of es ae, 
***Of the unrealized gain at the end of period 
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per common share on the New York Stock Exchange on 
% relates to exercisable SARs and 


jh: So 
% relates to unexercisable SARs. 
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[Secs. 6, 7,8, 10, 19(a), 48 Stat. 78, 79, 81, 85; secs. 
205, 209, 48 Stat. 906, 908; sec. 301, 54 Stat. 857; 
sec. 8, 68 Stat. 685; sec. 1, 79 Stat. 1051; sec. 
308(a)(2), 90 Stat. 57; secs. 12, 13, 14, 15(d), 23(a), 
48 Stat. 892, 894, 895, 901; secs. 1, 3, 8, 49 Stat. 
1375, 1377, 1379; sec. 203(a), 49 Stat. 704; sec. 
202, 68 Stat. 686; secs. 3, 4, 5, 6, 78 Stat. 565-568, 
569, 570-574; secs. 1, 2, 3, 82 Stat. 454, 455; secs. 
28(c), 1, 2, 3-5, 84 Stat. 1435, 1497; sec. 105(b), 88 
Stat. 1503; secs. 8, 9, 10, 18, 89 Stat. 117,118,119, 
155; sec. 308(b), 90 Stat. 57; secs. 202, 203, 204, 91 
Stat. 1494, 1498, 1499, 1500; 15 U.S.C. 77f, 77g, 
77h, 77j, 77s(a), 781, 78m, 78n, 780(d), 78w(a)] 


Authority 


These amendments are being proposed pursuant to 
the authority in Sections 6, 7, 8, 19, and 19(a) of the 
Securities Act of 1933 and Sections 12, 13, 14, 15(d) 
and 23(a) of the Securities Exchange Act of 1934. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16778/May 2, 1980 


In the Matter of Applications of the 


CINCINNATI STOCK EXCHANGE, INC. 


FOR UNLISTED TRADING PRIVILEGES 
SECURITIES EXCHANGE ACT OF 1934 


FINDINGS AND ORDER GRANTING APPLICATIONS 
FOR UNLISTED TRADING PRIVILEGES 


The Cincinnati Stock Exchange, Inc. (“CSE”) has 
filed applications with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following common stocks which are listed on 
another national securities exchange: 
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Caesar’s World, Inc., $.10 Par Value 
File No. 7-5504); 

LTV Corporation (The), $.50 Par Value 
(File No. 7-5505).! 


The Commission finds that approval of the CSE’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange, registered with 
the Commission pursuant to Section 6 of the Act, the 
CSE is subject to the provisions of paragraph (b) of 
that section, and to the Commission’s inspection 
authority and oversight responsibility under 
Sections 17 and 19 of the Act and the rules and 
regulations thereunder. In addition, transactions in 
the subject securities, regardless of the market in 
which they occur, are reported in the consolidated 
transaction reporting system contemplated by Rule 
17a-15 under the Act [17 CFR 240.17a-15]. The 
availability of last sale information for the subject 
securities should contribute to pricing efficiency 
and to ensuring that transactions on the CSE are 
executed at prices which are reasonably related to 
those occurring in other markets. Finally the 
Commission has received no comments indicating 
that the granting of these applications would not be 
consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of the CSE’s 
applications will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 


ACCORDINGLY, IT IS ORDERED, pursuant to Section 
12(f)(1)(B) of the Act, that the applications for 
unlisted trading privileges on the Cincinnati Stock 
Exchange in the above named securities are hereby 
approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








‘Notice of these applications was given by 
publication in the Federal Register. 45 FR 24749 
(April 10, 1980). The Commission has received no 
comments with respect to these applications. 


Volume 19, No. 20, May 20, 1980 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16779/May 2, 1980 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE OPTIONS CLEARING 
CORPORATION (“OCC”) (File No. SR-OCC-80-3) 


The Options Clearing Corporation submitted on April 
24, 1980, a proposed rule change under Rule 19b-4 
to reduce the fee for all Exchange transactions 
cleared through OCC (other than market-maker 
scratch transactions) from $0.085 per contract to 
$0.075 per contract. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of May 
5, 1980. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within twenty-one days from the date of 
publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-OCC-80-3. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16780/May 2, 1980 


TERMINATION OF OPTIONS EXPANSION 
MORATORIUM 


ACTION: Withdrawal of proposed rule. 


SUMMARY: The Commission announces the 
withdrawal of proposed Securities Exchange Act 
Rule 9b-1(T) which, if adopted, would have 
prohibited temporarily any further expansion of the 
standardized options markets. 


FOR FURTHER INFORMATION CONTACT: Stuart 
Strauss, Division of Market Regulation, Securities 
and Exchange Commission, Washington, D.C. 
20549 (202) 272-2406. 


SUPPLEMENTARY INFORMATION: Temporary Rule 
9b-1(T), proposed by the Commission on October 
17, 1977, would have formalized the options 
expansion moratorium by temporarily deferring the 
expansion of any existing program or the initiation of 
any new program for standardized options trading. 
Because the self-regulatory organizations (“SROs”) 
which traded or planned to trade standardized 
options voluntarily agreed to continue the 
moratorium pending the completion and evaluation 
of the Commission’s Special Study of the Options 
Markets (“Options Study”), the Commission on 
August 3, 1978, postponed final action on the 
proposed rule.? The report of the Options Study was 
released in February 1979, and on February 22, 
1979, the Commission requested the SROs 
participating in the moratorium to address certain of 
the recommendations of the Options Study before 
further expansion of the standardized options 
markets would be permitted.? 


In view of the responses to the Options Study 
recommendations submitted by the SROs, the 
Commission, on March 26, 1980, announced its 
determination to terminate the options expansion 





1See Securities Exchange Act Release No. 14056 
October 17, 1977) [42 FR 56706]. 
2Securities Exchange Act Release No. 15026 
(August 3, 1978). 

3Securities Exchange Act Release No. 15575 
(February 22, 1979) [44 FR 11876]. 
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moratorium and to begin to permit further expansion 
of the standardized options markets.‘ In view of this 
action, Rule 9b-1(T) is no longer necessary and, 
accordingly, is hereby withdrawn. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16781/May 5, 1980 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 

New York, New York 10005 
(SR-NYSE-80-11) 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 

New York, New York 10006 
(SR-Amex-80-6) 


ORDER INSTITUTING PROCEEDINGS TO 
DETERMINE WHETHER TO DISAPPROVE 
PROPOSED RULE CHANGES 


|. Introduction 


The New York Stock Exchange, Inc. (“NYSE”) and 
the American Stock Exchange, Inc. (“Amex”), have 
filed with the Commission, pursuant to Section 
19(b)(1) of the Securities Exchange Act (“Act”)! and 
Rule 19b-4 thereunder,? proposed rule changes? to 
make permanent their respective supplemental 
equity market maker programs, which otherwise 
would have expired on April 30, 1980. The programs 
are intended to allow members who previously had 
functioned principally as floor traders on the NYSE 
and Amex, to qualify for the market maker 
exemption from the proprietary trading restrictions 
of Section 11(a)(1) of the Act. Under the NYSE and 
Amex programs, registered competitive market 
makers (“RCMMs”) on the NYSE and registered 
equity market makers (“REMMs’”) on the Amex are 
permitted to trade for their own accounts pursuant to 





‘Securities Exchange Act Release No. 16701 (March 
26, 1980) [45 FR 21426]. 
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the exemption contained in Section 11(a)(1)(A) of 
the Act for any “transaction by a dealer acting in the 
Capacity of a market maker” (“market maker 
exemption”). 


ll. Background 


On May 1, 1978, the Commission approved the 
RCMM (NYSE Rule 107) and REMM (Amex Rule 114) 
programs on a 15-month pilot basis.* The rules 
permit members of the NYSE and Amex to engage in 
on-floor proprietary trading subject to a number of 
requirements that are intended to cause them to 
function as market makers.° For example, a NYSE or 
Amex member registered as an RCMM or REMM is 
subject to an “affirmative” obligation to respond 
when “called-in” by a floor official, or a floor broker 
holding an unexecuted customer order, and to 





115 U.S.C. §78s(b)(1). 
217 CFR 240.19b-4. 


3File Nos. SR-NYSE-80-11 (NYSE Rule 107) and SR- 
Amex-80-6 (Amex Rule 114). Notice of the filings 
was given by issuance of a Commission release and 
by publication in the Federal Register. Securities 
Exchange Act Release No. 16689 (March 24, 1980). 
45 FR 21068; Securities Exchange Act Release No. 
16690 (March 24, 1980), 45 FR 21067. No 
comments have been received with respect to these 
proposals. 


‘Securities Exchange Act Release No. 14718 (May 1, 
1978), 45 FR 19738 (File Nos. SR-NYSE-78-24, and 
SR-Amex-78-10). 


Both rules provided for expiration on July 31, 1979, 
unless extended by a rule amendment approved by 
the Commission. 


5Section 3(a)(38) of the Act, 15 U.S.C. 78c(a)(38), 
defines a market maker as 


any specialist permitted to act as a dealer, any dealer 
acting in the capacity of a block positioner, and any 
dealer who, with respect to a security, holds himself 
out (by entering quotations in an_ inter-dealer 
communications system or otherwise) as being 
willing to buy and sell such security for his own 
account on a regular or continuous basis. 


Volume 19, No. 20, May 20, 1980 





improve the market in a particular stock. RCMMs 
and REMMs also are subject to a “negative” 
obligation requiring that, whenever they make bids 
or offers or effect transactions, their activity must be 
conducted in a manner consistent with the 
maintenance of a fair and orderly market in the 
subject security.’ 


When the Commission initially approved the RCMM 
and REMM rules on a temporary basis, it stated that 
the Amex and the NYSE would have to present 
specific data and statistics demonstrating that 
RCMMs and REMMs perform a bona fide market 
making function to support permanent approval of 
the rules.2 On July 27, 1979; the Commission, 
approved a nine-month extension of the rules? but it 
noted that the information available to it at that 
time?° was not sufficient to support a determination 
that RCMMs and REMMs in fact were performing a 
bona fide market making function as contemplated 
by Section 11(a)(1)(A) of the Act. Specifically, the 
Commission was concerned with the generally low 
incidence of RCMM and REMM call-ins and the 
tendency of RCMMs and REMMs to trade only in the 
most active stocks. It also was concerned with the 


practice of RCMMs and REMMs using agents to 
execute their trades.'! The Commission granted the 
extension in order to provide the exchanges with 
additional time to submit statistics demonstrating 
that RCMMs and REMMs perform a bona fide market 
making function, and to implement certain changes 
in their respective rules which the Commission 
believed were necessary to clarify the 
responsibilities of RCMMs and REMMs.’2 


Summary of NYSE and Amex statistics 


The NYSE has submitted statistics in support of its 
present proposal to make permanent the RCMM 
program that are designed to demonstrate the 
contribution of RCMMs to the NYSE market. The 
statistics indicate that as of January 10, 1980, 
RCMMs had been called in a total of 2,514 times in 
498 different stocks and that the average number of 
shares traded pursuant to call-ins was 714. Between 
July 1979 and January 1980, the number of RCMM 
call-ins increased substantially from a total of five for 
the entire month of July 1979, to an average of over 
250 call-ins per week during January 1980. During 
this period the average weekly volume of trading per 





6RCMMs are obligated to respond to call-ins by floor 
officials or floor brokers by either (1) bidding or 
offering so as to narrow the spread by at least 1/8 of 
a point, or (2) improving depth by at least one unit of 
trading (100 shares) at the current bid or offer. 


REMMs on the Amex are subject to the same general 
obligations only if the bid or offer was quoted by the 
Amex specialist for his own account. 


7In addition, RCMMs and REMMs generally are 
prohibited from reaching across the market to 
engage in destabilizing transactions. See NYSE Rule 
107B.10(ii) and Amex Rule 119.02(C). 


8Securities Exchange Act Release No. 14718 at 12 
(May 1, 1978), 45 FR 19738. 


Securities Exchange Act Release No. 16049 (July 
27, 1979), 17 SEC Docket 1475. 


This information consisted of data and statistics 
submitted by the exchanges, as well as information 
gathered by the staff during an inspection of the 
NYSE’s RCMM program. 
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The Commission questioned whether the practices 
of RCMMs and REMMs using agents to execute their 
transactions and placing limit orders on a 
specialist's book where consistent with the market 
making obligations of RCMMs and REMMs since 
they would not be available to buy or sell additional 
shares in the stock in which such orders had been 
placed. 


'21In October 1979, the Commission approved, on an 
accelerated basis, proposed rule changes filed by 
the NYSE and the Amex to implement a number of 
the specific rule changes requested by the 
Commission. Securities Exchange Act Release Nos. 
16277 (October 12, 1979), 44 FR 60465; 16276 
(October 12, 1979), 44 FR 60452. Both the NYSE 
and Amex expressly declined to amend their rules to 
prohibit RCMMs and REMMs from entering limit 
orders “away” from the market, i.e., outside of the 
existing quotation spread. In addition, the NYSE 
declined to remove from its rules the prohibition 
against an RCMM executing transactions as broker 
on a discretionary basis. 
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RCMM was 28,498 shares.'? During the first 85 
weeks of the RCMM program, the NYSE statistics 
indicate that approximately 60 percent of RCMM 
transactions added size to the bid or offer and 
approximately 27 percent of their transactions 
bettered the bid or offer. 


To demonstrate the contribution of RCMMs in a 
“difficult market situation,” the NYSE submitted 
statistics summarizing the trading of RCMMs on 
October 10, 1979, when the Dow Jones Industrial 
Average closed down 8.27 points on volume of 
81,620,000 shares. On that day, RCMMs traded 
703,300 shares in 122 different stocks in 991 
transactions; 86.3 percent of their transactions 
added size to, or bettered the existing quotation. One 
hundred and twenty-five of the 991 trades effected 
by RCMMs on October 10 were effected pursuant to 
call-ins in 67 different stocks, with an average of 797 
shares traded per call-in. 


The Amex also submitted statistics on REMM trading 
during October 1979 and January 1980." The 
statistics show that during October 1979, REMMs 
traded a total of 369,400 shares out of the 
125,260,000 shares traded on the exchange. Only 
six of the 14 REMMs traded during the month, and 
their trading volume ranged from a high of 175,900 
shares to a low of 10,100 shares. Their aggregate 
stabilization percentage was 91.4 percent. No 
REMM call-ins were recorded during October. In 
January 1980, REMMs traded 525,050 shares of 
total exchange volume of 205,980,000 shares. Five 
of the 14 REMMs traded during that month, with one 
individual accounting for approximately 90 percent 
of the aggregate REMM volume. The REMM 
stabilization percentage for the month was 90.1 
percent. The statistics show 6 REMM call-ins for the 
month, accounting for a total of 20,500 shares. 


Ill. Proceedings to Determine Whether to Disapprove 
SR-NYSE-80-11 and/or Amex-80-6 


The Commission hereby institutes proceedings 
pursuant to Section 19(b)(2)(B) of the Act to 
determine whether the proposed rule changes 
should be disapproved. Institution of these 
proceedings is required in view of the legal and 
policy issues raised under the Act, summarized 
below, and does not indicate that the Commission 
has formulated any final conclusions with respect to 
any of the issues involved. 


Section 19(b)(2) of the Act provides that the 
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Commission must approve a proposed rule change 
of a self-regulatory organization if it finds that the 
proposal is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to the self-regulatory organization and 
must disapprove a proposed rule change if it does 
not make such finding. The provisions applicable to 
the instant proposed rule changes are Section 
11(a)(1)(A) of the Act, which provides an exemption 
from the general proprietary trading prohibition fora 
dealer acting in the capacity of a market maker, and 
Section 6(b) of the Act, which establishes 
substantive requirements governing the rules of 
exchanges. 


In order to approve the RCMM and REMM rule filings 
the Commission must be able to find that RCMMs 
and REMMs trading in conformance with NYSE Rule 
107 and Amex Rule 114 respectively are “acting in 
the capacity of a market maker” within the meaning 
of Section 11(a)(1)(A) of the Act.'® In its original 
order approving the pilot programs, the Commission 
recognized that RCMMs and REMMs, under 
appropriate circumstances, possibly could be 
deemed to satisfy the definition of market maker set 
forth in Section 3(a)(38) of the Act, as dealers who, 
with respect to a security (every security in the case 
of an RCMM and registered securities in the case of 
an REMM), hold themselves out (by virtue of their 
registration) as being willing to buy and sell that 
security on a regular basis (by making competitive 





13S$eventeen of the 41 RCMMs traded an average of 
between 20,000 and 30,000 shares per week, while 
three RCMMs traded an average of less than 1000 
shares per week and one RCMM traded an average of 
over 100,000 shares per week. 


4The Amex admits that the REMM program has not 
generated a broad following, that most REMMs have 
been inactive in their registered securities, and that 
the instances of REMM call-ins have been negligible. 


1SMembers of an exchange who do not qualify forthe 
market maker exemption can effect on-floor 
proprietary trades pursuant to the Section 
11(a)(1)(G) exemption which requires that a 
member be primarily engaged in a public securities 
business and that such members’ transactions yield 
priority, parity and precedence to public orders. 15 
U.S.C. 78k(a)(1)(G). See also Commission Rule 
llal-1(T), 17 CFR 240.11a1-1(T), relating to 
transactions yielding priority, parity and 
precedence. 
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bids and offers whenever called-in by a floor official 
or floor broker).!© 


As noted above, the NYSE and Amex submitted 
statistics in response to the Commission's July 27, 
request. The NYSE statistics indicate that since the 
Commission’s nine-month extension of the RCMM 
program, there has been a steady increase in the 
number of RCMM call-ins per week, and that, in 
responding to call-ins, RCMMs generally trade in 
excess of their minimum obligations under Rule 
107. 


The Amex statistics indicate that the number of 
REMM call-ins, as well as their overall trading 
activity, continues to be negligible.'”? The statistics 
do show, however, that in the few instances in which 
REMMs have been called-in, they have participated 
in a meaningful way. For example, during January 
1980, the average REMM volume traded in response 
to call-ins was 3,416 shares, substantially in excess 
of the 100 shares minimum requirement. 


The Commission notes, however, that the extent to 


which RCMMs and REMMs are called-in is still 
extremely limited'* and the vast majority of their 
trading volume occurs in situations where they have 
not been called-in to participate.'? During the week 
in which there was the greatest number of call-ins on 
the NYSE, the average daily number of call-ins per 
RCMM was only 1.5 (and, in fact, some RCMMs had 
no call-ins).2° Moreover, when trading on their own 
initiative, RCMMs and REMMs are free, consistent 
with their rules, to engage in trading not constituting 
the kind of “regular” or “continuous” course of 
dealings in a particular security normally associated 
with market making.”! 


While RCMMs and REMMs may provide some 
benefit to their respective markets when trading in 
response to call-ins, the Commission is unable to 
conclude, in light of the factors discussed above, 
that, on balance, RCMMs or REMMs act as market 
makers for purposes of the Section 11(a)(1)(A) 
exemption. For these reasons, a ground for 
disapproval under consideration is that the 
proposed rule changes are not consistent with the 
requirements of Section 11(a)(1)(A).72 





6Securities Exchange Act Release No. 14718 (May 


1, 1978), 45 FR 19738. 


7During October 1979, there were no instances of 
REMMs being called-in to participate, while during 
January 1980, REMMs were called-in only 6 times. 


18Nevertheless, both exchanges continue to reject 
the Commission’s July 1979, suggestions that 
RCMMs and REMMs be assigned to securities 
located within specific zones on the trading floor in 
order to increase their availability to respond to call- 
ins, and that RCMMs’ and REMMs'’ ability to engage 
in remote control trading be circumscribed. The 
Commission continues to be concerned about these 
aspects of the programs. 


19The statistics submitted by the NYSE show that in 
excess of 90 percent of the average weekly RCMM 
share volume between July 2, 1979 and January 11, 
1980 was self-initiated. 


Similarly Amex statistics show that 100 percent of 
REMM volume for October 1979, and 96 percent of 
REMM volume for January 1980 was self-initiated. 
Amex REMMs are required to yield priority to off- 
floor orders in establishing or increasing a position 
when initiating trades. 
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20Even on October 10, 1979, the highest volume day 
in NYSE history and a day on which RCMMs 
responded to 125 calls (approximately 3 per 
RCMM), 86 percent of RCMM trading volume 
represented trading on their own initiative. 


On March 27, 1980, a day on which the Dow Jones 
Average dropped 25 points due to the silver crisis 
before recovering 22 points, 23 of the 41 RCMMs 
responded to 76 call-ins and traded an average of 
only 380 shares per call-in. 


21While NYSE RCMMs are permitted to trade as 
market makers in every security listed on the NYSE 
(approximately 2,100), Amex REMMs are permitted 
to trade as market makers only in the stocks in which 
they are registered (typically 10-15). 


The ability of RCMMs and REMMs to engage in this 
type of isolated trading is enhanced by their use of 
other floor brokers to execute their transactions. 


22In addition to the threshold question of whether 
members trading under the RCMM and REMM 
programs as currently constituted are bona fide 
market makers for purposes of Section 11(a) of the 
Act, the Commission is concerned that one aspect of 
the NYSE program—the prohibition in NYSE Rule 
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IV. Procedure: Request for Written Comments 


The Commission requests that interested persons 
provide written submissions of their views, data and 
arguments with respect to the potential grounds for 
disapproval identified above. Although there do not 
appear to be any issues relevant to approval or 
disapproval that would be facilitated by an oral 
presentation of views, arguments and data, the 
Commission will consider, pursuant to Rule 19b-4, 
any request for an opportunity to make an oral 
presentation.” In particular, the Commission invites 
the written views of interested persons concerning 





107B(1) against RCMMs handling “not held” 
orders—appears to impose a burden oncompetition 
not necessary or appropriate in furtherance of the 
purposes of the Act. That prohibition effectively 
precludes floor brokers who handle discretionary 
orders for institutional and other customers from 
registering as RCMMs and competing in that 
capacity with NYSE members who do not handle 
such orders. The prohibition does not appear to have 
any regulatory justification since any potential for 
conflict of interest or manipulative conduct appears 
to be minimized by the fact that Rule 107B.40 
already prohibits an RCMM from acting in the 
capacity of an RCMM and a floor broker in the same 
stock on the same day. 


23Section 19(b)(2) of the Act, as amended by the 
Securities Acts Amendments of 1975 (Pub. Law. 94- 
29, June 4, 1975), grants the Commission flexibility 
to determine what type of proceeding—either oral 
hearing or notice and opportunity for written 
comments—is appropriate for consideration of a 
particular proposal by a self-regulatory organization. 
See Securities Acts Amendments of 1975, Report of 
the Senate Committee on Banking, Housing and 
Urban Affairs to Accompany S.249, S. Rep. No. 75, 
94th Cong. lst Sess. 30 (1975). 


24Section 19(b)(2) requires that proceedings to 
determine whether to disapprove a proposed rule 
change be concluded within 180 days of the date of 
publication of notice of filing of the proposed rule 
change, unless the Commission finds good cause to 
extend the time for the conclusion of such 
proceedings. 
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whether the proposed rule changes are inconsistent 
with the provisions of the Act and the rules and 
regulations thereunder, specifically Section 
11(a)(1)(A) and 6(b). 


Interested persons are invited to submit written 
data, views and arguments regarding the proposed 
rule changes by June 15, 1980.% Any person who 
wishes to file a rebuttal to any other person’s 
submission must file their rebuttal by July 6, 1980. 
Persons desiring to submit written data, views and 
arguments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
N.W., Washington, D.C. 20549. Reference should be 
made to File Nos. SR-NYSE-80-11 and SR-Amex-80- 
6. 


Copies of the submissions, all subsequent 
amendments, all written statements with respect to 
the proposed rule changes which are filed with the 
Commission, and of all written Communications 
relating to the proposed rule changes between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filings and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organizations. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16782/May 5, 1980 


Admin. Proc. File No. 3-5869 
In the Matter of 
RONDO J. ZIEGLER 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these broker-dealer proceedings under the 
Securities Exchange Act of 1934,! Respondent 
Rondo J. Ziegler (“Ziegler”) has submitted an offer of 
settlement which the Commission has determined 
to accept. Without admitting or denying the 
allegations in the Order for Proceedings, Ziegler 
consents to the findings and sanction set forth 
below. 


On the basis of the Order for Proceedings and the 
offer of settlement, the Commission finds? that 
Ziegler wilfully violated and wilfully aided and 
abetted the violation of Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 


thereunder, as alleged in the Order for Proceedings. 


In view of the above, it is in the public interest to 
impose the sanction specified in Ziegler’s offer of 
settlement. 

Accordingly, IT IS ORDERED that: 

Rondo J. Ziegler be, and he hereby is, censured. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








‘In the Matter of Olde & Co., Inc., 
Administrative Proceeding File No. 
instituted on January 30, 1980. 


et al., 
3-5869, 


The findings herein are not binding upon any other 
respondent named in these proceedings. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16783/May 5, 1980 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 719/May 5, 1980 


Admin. Proc. File No. 3-5914 
In the Matter of 


T. E. SLANKER COMPANY 
(8-14938; 801-10316) 
and TED E. SLANKER, JR. 


ORDER INSTITUTING PROCEEDINGS AND 
IMPOSING REMEDIAL SANCTIONS 


The Commission deems it appropriate that public 
administrative proceedings be _ instituted with 
respect to T. E. Slanker Company, a registered 
broker-dealer and investment adviser located in 
Portland, Oregon and Ted E. Slanker, Jr., sole 
proprietor of T. E. Slanker Company, pursuant to 
Sections 15(b) and 19(h) of the Securities Exchange 
Act of 1934 (“Exchange Act”) and Sections 203(e) 
and 203(f) of the Investment Advisers Act of 1940 
(“Advisers Act’). 


In anticipation of the institution of these 
proceedings, respondents have submitted an offer 
of settlement which the Commission has 
determined to accept. 


Solely for the purpose of settling these proceedings 
and without admitting or denying the allegations or 
findings contained herein, respondenis consent to 
the findings and sanctions set forth below. 


Accordingly, IT IS ORDERED THAT such 
proceedings be, and they hereby are, instituted. 


On the basis of the Order for Proceedings and the 
Offer of Settlement submitted by respondents, the 
Commission makes the following findings: 


1. During the period from about August 1, 1977 to 
the present, T. E. Slanker Company wilfully violated 
and Ted E. Slanker, Jr. wilfully aided and abetted 
violations of Section 17(a) of the Securities Act, 
Section 10(b) of the Exchange Act, Rule 10b-5 
thereunder and Section 206(2) of the Advisers Actin 
that said persons in connection with transactions in 
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the securities of Canadian Barranca Corp., Ltd. 
(“CBR”) omitted to disclose that Ted E. Slanker, Jr. 
received an option to purchase CBR from one of T. E. 
Slanker Company’s brokerage customers, 
recommended that brokerage customers and/or 
advisory clients buy CBR, then executed the option 
to purchase shares of CBR at a price below that paid 
by brokerage customers and/or advisory clients. 


2. During the period from about August 1, 1977 to 
the present, T. E. Slanker Company wilfully violated 
and Ted E. Slanker, Jr. wilfully aided and abetted 
violations of Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder in that said persons in 
connection with transactions in CBR securities 
represented to customers that trades in CBR would 
be executed on a first come, first served basis when, 
in fact, trades would not be and were not executed in 
that manner. 


3. During the period from on or about September 
1977 to date, T. E. Slanker Company wilfully violated 
and Ted E. Slanker, Jr. wilfully aided and abetted 
violations of Section 17(a) of the Exchange Act and 
Rule 17a-3 thereunder with respect to the sale of 
40,000 shares of CBR stock on December 7, 1977 
from one of T. E. Slanker Company’s customers to 
Ted E. Slanker, Jr. in that T. E. Slanker Company 
failed to accurately make and keep current its books 
and records with respect to this transaction. 


Respondents have undertaken the following: 


1. Respondents undertake to publish with each 
International Investors Viewpoint recommendation 
the aggregate positions of International Investors 
Viewpoint’s principals, employees assuming 
responsibility for recommendations and any related 
businesses in the security being recommended, as 
of publication date, which exceed $10,000 in value. 
The nature of such positions (e.g., share ownership, 
options) will be specified. 


2. Respondent T. E. Slanker Company undertakes to 
review its records from July 1 through December 31, 
1978 and to ascertain each CBR trade involving a 
#customer order executed out of sequence in favor of 
the T. E. Slanker Company or another broker-dealer. 
In each such case, T. E. Slanker Company will refund 
to the customer the difference between the price 
paid or received by the customer and the price paid 
or received by T. E. Slanker Company or the broker- 
dealer. Commissions will be taken into account as 
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appropriate. This undertaking will be discharged 
within 180 days of the date of this Order. 


3. Respondent T. E. Slanker Company undertakes to 
retain an individual acceptable to the Commission's 
Seattle Regional Office as a full-time consultant (or 
on such other time basis as may be acceptable to the 
Commission’s Seattle Regional Office) for a period of 
six months, to examine its recordkeeping 
procedures and trading practices, to recommend 
improvements, to train and evaluate its personnel 
and at the end of such period, to prepare a written 
evaluation, a copy of which will be submitted to the 
Commission's Seattle Regional Office. 


In view of the foregoing, the Commission finds that it 
is in the public interest to impose the sanctions 
specified in the Offer of Settlement and, accordingly, 
IT IS ORDERED that: 

1. T. E. Slanker Company be censured. 


2. Ted E. Slanker, Jr. be censured. 


3. T. E. Slanker Company and Ted E. Slanker, Jr. 
comply with their undertakings as described above. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16784/May 5, 1980 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 720/May 5, 1980 


Admin. Proc. File No. 3-5915 


In the Matter of 


ROBERT K. WORTON 
219 Country Gate Road 
Wayne, Pennsylvania 19087 


JOHN J. REAVY 
248 Hemlock Road 
Springfield, Pennsylvania 19064 


BRIAN D. BARRABEE 
311 French Road 
Newtown Square, Pennsylvania 19073 


JOHN P. ROSE 
1033 Croton Road 
Wayne, Pennsylvania 19087 


STEPHEN C. SCHWARTZ 
1366 Revelation Road 
’ Meadowbrook, Pennsylvania 19046 


ORDER INSTITUTING PROCEEDINGS AND 
IMPOSING REMEDIAL SACTIONS 


The Commission deems it appropriate that public 
administrative proceedings be _ instituted with 
respect to Robert K. Worton (“Worton”), John J. 
Reavy (“Reavy”), Brian D. Barrabee (“Barrabee’”), 
John P. Rose (“Rose”), and Stephen C. Schwartz 
(“Schwartz”), formerly vice-presidents and financial 
principals of The IES Management Group, Inc. 
(“Registrant”), a registered broker-dealer and 
investment adviser located in Irvington, New Jersey 
whose dual registrations will be revoked as of the 
date of dismissal of the SIPC trustee appointed to 
liquidate Registrant.1 Simultaneous with the 
institution of these proceedings, respondents 
Worton, Reavy, Schwartz, Barrabee and Rose have 
submitted Offers of Settlement. Without admitting or 





1/n the Matter of The IES Management Group, Inc., et 
al., Administrative Proceeding File No. 3-5401 
(March 15, 1978). 
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denying the findings herein, respondents consent to 
the findings and sanctions set forth below. 


After due consideration of the Offers of Settlement 
and upon the recommendation of its staff, the 
Commission has determined that it is in the public 
interest to accept such Offers and, accordingly, IT IS 
ORDERED that such proceedings pursuant to 
Sections 15(b) and 19(h) of the Securities Exchange 
Act of 1934 (“Exchange Act”) and Section 203 of the 
Investment Advisers Act of 1940, be, and hereby are, 
instituted. 


On the basis of this Order Instituting Proceedings 
and the Offers of Settlement, it is found that: 


1. Respondents Worton, Reavy, Barrabee, Rose and 
Schwartz wilfully violated and wilfully aided and 
abetted violations of Section 5(a), 5(c) and 17(a) of 
the Securities Act of 1933 and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder in 
connection with their offer and sale of securities in 
the form of interests in limited partnerships 
syndicated by Registrant from January 1, 1974 to 
December 31, 1976. 
™~ 


IV. 


In view of the foregoing, it is in the public interest.to 
impose the sanctions specified in the Offers of 
Settlement. 


Accordingly, IT IS ORDERED, that: 


1. Robert K. Worton and John J. Reavy be, and hereby 
are, suspended from association with any broker, 
dealer, investment adviser or investment company 
for a period of four (4) months and thereafter barred 
from association in a supervisory or proprietary 
capacity with any broker, dealer, investment adviser 
or investment company; provided, however, that 
after a period of eighteen (18) months from the 
effective date of this Order, they may apply to the 
Commission to become associated in a supervisory 
or proprietary capacity. Furthermore, Worton and 
Reavy undertake to file an affidavit with the 
Commission’s Washington Regional Office affirming 
compliance with the sanction as soon as reasonably 
possible after termination of the eighteen-month 
period. 
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2. Brian D. Barrabee and John P. Rose be, and 
hereby are, suspended: (i) from association with any 
broker, dealer, investment adviser or investment 
company for period of thirty (30) days; and upon 
expiration of this period (ii) from engaging in 
transactions in any securities other than those for 
which a registration statement has been filed or is in 
effect pursuant to the Securities Act of 1933 for a 
period of twelve (12) months, and (iii) from 
association with any broker, dealer, investment 
adviser and investment company in a supervisory or 
proprietary capacity for a period of twelve (12) 
months. Furthermore, Barrabee and Rose undertake 
to file an affidavit with the Commission’s Washington 
Regional Office affirming compliance with the 
sanction as soon as reasonably possible after 
termination of the thirteen-month period. 


3. Stephen C. Schwartz be, and hereby is, suspended 
from association with any broker, dealer, investment 
adviser or investment company for a period of three 
(3) months and thereafter suspended from 
association with any broker, dealer, investment 
adviser or investment company in a supervisory 
capacity for an additional period of six (6) months. 
Furthermore, Schwartz undertakes to file an affidavit 
with the Commission’s Washington Regional Office 
affirming compliance with the sanction as soon as 
reasonably possible after termination of the nine- 
month period. 


IT IS FURTHER ORDERED that the sanctions 
specified above shall commence from the date of 
the entry of this Order, except for respondent Rose, 
whose sanction shall commence at the opening of 
business on the second Monday following the date of 
the entry of this Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SEE 


SECURITIES ACT OF 1933 
Release No. 6210/May 6, 1980 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16786/May 5, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MUNICIPAL SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-80-5 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on April 25, 1980, a proposed 
rule change under Rule 19b-4 to modify the 
reclamation provisions of MSRB rule G-12. Rule G- 
12 currently provides, among other things, that a 
reclamation may be made by either party, within 18 
months of the delivery date, if there is either an 
irregularity in delivery or a refusal to transfer or 
deregister by a transfer agent due to lack of certain 
specified documentation. The proposed rule change 
would expand the circumstances under which 
reclamation within 18 months would be permitted to 
include situations where descriptive information 
concerning a security, as contained in a 
confirmation, was inaccurate either because 
required information was omitted or erroneously 
noted, or because information not required by Rule 
G-12, but material to the transaction, was 
erroneously noted. 


Publication of the submission is expected to be 
made in the Federal Register during the week of May 
12, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or to institute proceedings to determine 
whether the proposed rule change should be 


disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-80-5. 


Copies of the submission, all subsequent 
amendments, and all written statements with 
respect to the proposed rule change which are filed 
with the Commission, and of all written 
communications relating to the proposed rule 
change between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying at 
the Commission’s Public Reference Room, 1100 L 
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Street, N.W., Washington, D.C. Copies of the filing 
and of any subsequent amendments will also be 
available at the- principal office of the above- 
mentioned self-regulatory organization. 


For the Commission, by the’ Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16787/May 5, 1980 


A notice has been issued giving interested persons 
until June 6, 1980 to comment on the Pacific Stock 
Exchange, Inc. application for unlisted trading 
privileges in the common stock of VALERO ENERGY 
CORPORATION, $1 Par Value (File No. 7-5520). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16788/May 6, 1980 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 

LaSalle at Jackson 

Chicago, Illinois 60604 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


PACIFIC STOCK EXCHANGE INCORPORATED 
301 Pine Street 


San Francisco, California 94104 
PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street and Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


File Nos. 
SR-CBOE-80-4 
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SR-Amex-80-7 
SR-MSE-80-3 
SR-PSE-80-4 
SR-PhIx-80-10 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
AND ORDER APPROVING PROPOSED RULE 
CHANGES 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78s(b)(1) (the 
“Act”), notice is hereby given that the self-regulatory 
organizations listed above (“SROs”) have filed with 
the Commission copies of proposed rule changes! to 
implement the first phase of the expansion of 
authorized put options classes. The proposals were 
filed in accordance with the puts expansion 
schedules described below submitted by each of the 
SROs in response to a Commission request in its 
March 26, 1980, release announcing the 
termination of the options expansion moratorium 
(the “March 26 release’). Each of the SROs has 
represented that it has sufficient operational and 
surveillance capabilities to handle any increased 
volume that may result from the listing of additional 
put classes. 


A. CBOE 


The CBOE proposes to implement the first phase of 
its puts expansion program by listing put options on 
27 additional securities on which it currently lists 
call options, in groups of 15 and 12, approximately 
two weeks apart. According to its puts expansion 
schedule, the CBOE intends to make subsequent 
filings monthly to add additional put classes at a rate 
not to exceed 12 classes per month. The CBOE has 
indicated that it may revise its projected schedule 





The proposed rule changes were filed on the 
following dates: Chicago Board Options Exchange, 
Incorporated (“CBOE”), April 15, 1980; American 
Stock Exchange, Inc. (“Amex”), April 18, 1980; 
Midwest Stock Exchange, Incorporated (“MSE”), 
April 16, 1980; Pacific Stock Exchange Incorporated 
(“PSE”), April 23, 1980; and Philadelphia Stock 
Exchange, Inc. (“PhIx”), April 21, 1980. 


2As a result of the options expansion moratorium, 
each of these SROs has been limited since mid-1977 
to the listing and trading of five put classes. 


3Securities Exchange Act Release No. 16701. 


SEC DOCKET/1381 





downward if it determines that such a modification is 
dictated by its own operational or regulatory 
capabilities, the operational capabilities of its 
member firms, or market conditions.* 


B. Amex 


The Amex proposes initially to list puts on six 
additional securities underlying its non-multiply 
traded call options classes, as well as on any 
underlying security on which Amex calls are multiply 
traded, if another SRO intends to list such puts. 
According to its puts expansion schedule, the Amex 
intends in subsequentfilings to request Commission 
approval to add up to 10 put classes monthly and, in 
the event another SRO elects to list puts on securities 
on which Amex calls are multiply traded, the Amex 
intends to list the corresponding put option, 
notwithstanding the expansion schedule. 


C. MSE 


As the first phase of its puts expansion program, the 
MSE proposes to list puts on up to six underlying 
securities on which it currently lists call options. In 
accordance with its puts expansion schedule, 
approximately one month following the approval of 
the initial filing, the MSE intends to file a request to 
list puts on the remaining underlying securities on 
which it currently trades call options. 


D. PSE 


The PSE, as the first phase of its puts expansion 
program, proposes to list 13 additional put classes. 
According to its puts expansion schedule, the PSE 
intends, upon Commission approval of a subsequent 
filing, to list puts on its remaining eight securities 
currently subject to call option trading. 


E. Phix 


The Phix proposes initially to list up to 11 additional 
put classes. In accordance with its puts expansion 
schedule the Phix intends to make subsequent 
filings to add up to ten more classes during a second 
phase followed by its remaining classes during a 
third phase. 





‘The CBOE has also stated in its filing that its 
proposed puts expansion schedule is exclusive of 
the listing of any additional put classes that may 
result from the consummation of its combination 
with the MSE options program. 


1382/SEC DOCKET 


Interested persons are invited to submit written 
data, views and arguments concerning the 
submission within 30 days from the date of this 
publication. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to the file numbers captioned above. 


Copies of the submissions, all subsequent 
amendments, all written statements with respect to 
the proposed rule changes which are filed with the 
Commission, and of all written communications 
relating to the proposed rule changes between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


The Commission finds that the proposed rule 
changes are consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


The Commission finds good cause for approving the 
proposed rule changes before the thirtieth day after 
the date of publication of notice of filing thereof. As 
the Commission observed in the March 26 release, it 
perceives certain benefits with respect to the listing 
of both puts and calls on the same underlying 
security. For example, expanded puts trading will 
provide investors with an additional investment 
vehicle to complement call options in the 
formulation of trading strategies, and may improve 
the markets for both puts and calls through their 
concurrent use by market professionals in hedging 
and arbitrage transactions. In addition, as the 
Commission also noted in the March 26 release, the 
major regulatory deficiencies identified by the 
Commission’s Special Study of the Options Markets 
have been addressed responsibly by the SROs, and 
the Commission has not identified any regulatory 
problems unique to puts trading. Each SRO has 
represented that its surveillance and operational 
capabilities are sufficient to handle the increased 
volume resulting from the additional puts listings. 
Further, it appears at this time that puts expansion in 
the manner contemplated by the SROs would not 
adversely affect member firm back office 
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operations. Accordingly, the Commission believes 
that further delay in the commencement of 
expansion of put option classes is not necessary or 
appropriate in furtherance of the purposes of the 
Act. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule changes 
referenced above be, and they hereby are, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16789/May 6, 1980 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street and Stock Exchange Place 
Philadelphia, PA 19103 


(SR-PhIx-80-6) 
ORDER APPROVING PROPOSED RULE CHANGE 


On March 24, 1980, the Philadelphia Stock 
Exchange, Inc. (“PhIx”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78s(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, copies of a 
proposed rule change which amends Commentary 
.01 and adds Commentary .15 to its Rule 1014 to 
clarify that options transactions of a Registered 
Options Trader (“ROT”) must actually be initiated by 
the ROT while on the floor of the exchange in order to 
qualify for the specialist exemptions from 
Regulation T of the Federal Reserve Board (12 CFR 
220) and Section 11(a) of the Act. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 16694, April 
1, 1980) and by publication in the Federal Register 
(45 FR 21425, April 1, 1980). No written statements 
with respect to the proposed rule change were filed 
with the Commission. 
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The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Section 6, and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16790/May 6, 1980 


A notice has been issued giving interested persons 
until June 5, 1980 to comment on the Pacific Stock 
Exchange’s application for unlisted trading 
privileges in the common stock of: Tandy 
Corporation, $1 Par Value. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16791/May 7, 1980 


In the Matter of 
CHARLES E. PURDY Ill 


The Securities and Exchange Commission has 
ordered public administrative proceedings under 
the Securities Exchange Act of 1934 (“Exchange 
Act”) against Charles E. Purdy Ill (“Purdy”), a 
registered representative employed with a 
registered broker-dealer in its Minneapolis, 
Minnesota office. 


The Order for Proceedings alleges that Purdy wilfully 
violated the antifraud provisions of the Securities Act 
of 1933 (“Securities Act”) and of the Exchange Actin 
connection with soliciting and transacting option 
business with public investors. 


The Order further alleges that at various times 
during the period from January 1, 1974 to the 
present, Purdy, in inducing customers to trade in 
options and maintain option accounts with them, 
made false and misleading statements of material 
facts and omitted to state material facts about the 
risks inherent in option trading strategies, potential 
profits and rates of return realizable from option 
trading strategies, and the suitability of these trading 
strategies to his customers’ financial situations, 
investment sophistication and investment 
objectives. 


The Order also alleges that Purdy caused customers 
who could not afford the risk and did not sufficiently 
understand the risk, margin requirements, 
mechanics and other fundamental aspects of option 
trading strategies to repose trust and confidence in 
Purdy in connection with all purchases and sales of 
options. As a result of such transactions, investors 
incurred substantial financial harm. 


The Order further alleges that Purdy effected 
purchase and sale transactions in options which 
were not suited to the financial situations, 
investment sophistication and investment 
objectives of such customers. 


The Order also alleges that Purdy represented to 
certain customers that their accounts were 
profitable when in fact they were not, in order to 
induce them to continue to engage in option trading. 
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A hearing will be scheduled to determine whether 
the allegations against Purdy are true, and if so, to 
decide what, if any, remedial sanctions would be 
appropriate. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16792/May 8, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE OPTIONS CLEARING CORPORATION (File 
No. SR-OCC-80-4) 


Options Clearing Corporation (“OCC”) submitted on 
May 1, 1980, a proposed rule change, pursuant to 
Rule 19b-4 under the Securities Exchange Act, 
which authorizes OCC to disapprove an application 
for clearing membership if the applicant or person 
associated with the applicant is subject to a statutory 
disqualification. 


Publication of the submission is expected to be 
made in the Federal Register during the week of May 
12, 1980. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within twenty-one days from the date of 
publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-OCC-80-4. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16793/May 8, 1980 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 

LaSalle at Jackson 

Chicago, Illinois 60604 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


PACIFIC STOCK EXCHANGE INCORPORATED 
301 Pine Street 
San Francisco, California 94104 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street and Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


File Nos. 
SR-CBOE-80-9 
SR-Amex-80-12 
SR-MSE-80-9 
SR-PSE-80-6 
SR-Phix-80-11 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
AND ORDER APPROVING PROPOSED RULE 
CHANGES 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934 (the “Act”), 15 U.S.C. 
78s(b)(1), notice is hereby given that the self- 
regulatory organizations listed above (“SROs”) have 
each filed with the Commission copies of proposed 
rule changes! to add interpretations to their 
respective rules governing the opening of new 
options series.? The interpretations would provide 
that when either put option contracts or put and call 
option contracts are first opened for trading on an 
underlying security, the respective SROs may opena 
series of put option contracts corresponding to each 
series of call option contracts open or to be opened 
for trading on the same underlying security. 
Accordingly, when initiating put options on an 
underlying security regarding which calls already 
are traded, the SROs would not be limited to listing 
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series with exercise prices generally surrounding the 
Current primary market price of the underlying 
security, as the current rules would require. 


Interested persons are invited to submit written 
data, views and arguments concerning the 
submission within 21 days from the date of this 
publication. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to the file numbers captioned above. 


Copies of the submissions, all subsequent 
amendments, all written statements with respect to 
the proposed rule changes which are filed with the 
Commission, and all written communications 
relating to the proposed rule changes between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street N.W., Washington, 
D.C. 


The Commission finds that the proposed rule 
changes are consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


On May 6, 1980, the Commission approved rule 
proposals by the SROs listed above to list put classes 
on a number of underlying securities regarding 
which calls currently are traded.? The Commission 
previously had noted in its release announcing the 
termination of the options expansion moratorium 





'The proposed rule changes were filed on the 
following dates: Chicago Board Options Exchange, 
Incorporated (“CBOE”), May 8, 1980; American 
Stock Exchange, Inc. (“Amex”), May 8, 1980; 
Midwest Stock Exchange, Incorporated (“MSE”), 
May 8, 1980; Pacific Stock Exchange Incorporated 
(“PSE”), May 8, 1980; and Philadelphia Stock 
Exchange, Inc. (“PhIx”), May 7, 1980. 


2See CBOE Rule 5.6; Amex Rule 903; MSE Article XLI, 
Rule 6; PSE Rule VI, Sec. 4; and Phix Rule 1012. 


3Securities Exchange Act Release No. 16788. 


SEC DOCKET/1385 





that the listing of puts and calls on the same 
underlying security would provide investors with an 
additional investment vehicle in the formulation of 
trading strategies, and may improve the markets for 
both puts and calls through their concurrent use by 
market professionals in hedging and arbitrage 
transactions.‘ In order to achieve the full benefits of 
expanded puts trading, the Commission believes 
that the SROs should be permitted immediately the 
flexibility to list puts classes corresponding to 
existing call classes. For the reasons set forth above, 
and because the SROs intend to begin their puts 
expansion programs on May 9, the Commission 
finds good cause for approving the proposed rule 
changes prior to the thirtieth day after the date of 
publication of notice thereof. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule changes 
referenced above be, and they hereby are, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








‘Securities Exchange Act Release No. 
(March 26, 1980). 


16701, 
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PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21548/May 2, 1980 


In the Matter of 


COLUMBUS AND SOUTHERN OHIO 
ELECTRIC COMPANY 

215 North Front Street 

Columbus, Ohio 43215 


(70-6451) 


NOTICE OF PROPOSED SHORT-TERM BORROW- 
INGS AUTHORIZATION 


NOTICE IS HEREBY GIVEN that Columbus and 
Southern Ohio Electric Company (“CSOE”), a 
prospective electric utility subsidiary of American 
Electric Power Company, Inc. (“AEP”), a registered 
holding company, has filed with this Commission an 
application pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Section 
6(b) of the Act and Rule 50(a)(2) promulgated 
thereunder as applicable to the proposed 
transactions. All interested persons are referred to 
the application, which is summarized below, for a 
complete statement of the proposed transactions. 


By Supplemental Memorandum and Order dated 
February 13, 1980 (HCAR No. 21433), AEP was 
authorized to acquire the common stock of CSOE, 
and by Supplemental Order dated March 28, 1980 
(HCAR No. 21498), AEP was authorized to solicit 
CSOE stockholders under the tender offer related to 
such acquisition. As a prospective subsidiary of AEP, 
CSOE has requested a short-term borrowing 
authorization through July 1, 1981, in an aggregate 
principal amount not to exceed $210,000,000. As of 
March 31, 1980, CSOE had $74,578,000 aggregate 
principal amount of short-term debt outstanding. 
Such borrowings would be evidenced by notes, to be 
issued and sold from time to time under 
arrangements further described below, with no such 
note having a maturity later than March 31, 1982. 


Concerning its credit arrangements, CSOE states 
that it has (1) lines of credit totaling $113,066,00 
with 38 banks; (2) a loan agreement (“Loan 
Agreement”) with certain banks for up to 
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$80,000,000 of loans for use in retiring certain of its 
preferred shares; (3) a credit agreement (“Credit 
Agreement”) with Prulease, Inc. (“Prulease”), for up 
to $30,000,000 of fuel inventory financing; and (4) 
arrangements for borrowing up to $23,000,000 from 
funds managed by certain banks’ trust departments. 


With respect to CSOE’s lines of credit, the borrowings 
will be from banks of two classes. Each note to be 
issued to a Class | and Class II bank will mature not 
more than 270 days after the date of issuance or 
renewal thereof, and will be prepayable at any time 
without premium or penalty. CSOE’s credit 
arrangements with the Class | banks generally 
require it to maintain compensating balances equal 
to a percentage of the line of credit made available 
by the banks plus a percentage of any amount 
actually borrowed (not in excess of 10% of the line of 
credit and 10% of the amount borrowed). CSOE’s 
credit arrangements with the Class Il banks 
generally require it to maintain compensating 
balances equal to a percentage of one-half of the line 
of credit made available by the banks plus a 
percentage of any amount actually borrowed (not in 
excess of 10% of one-half of the line of credit and 
10% of the amount borrowed) and to pay a fee (equal 
to a percentage (not in excess of 9%) of the bank’s 
prime rate or 10% of the prior quarter’s average 
Treasury Bill rate times one-half the amount of the 
line) for the availability of the remaining half of the 
line of credit. It is stated that the combination of the 
compensating balances and the fees is generally 
equivalent to compensating balances not in excess 
of 10% of the line of credit made available. 
Borrowings from both Class | and Class I! banks will 
bear interest at an annual rate not greater than then 
bank’s prime rate in effect from time to time. The 
effective interest cost of borrowings from either 
Class | or Class II banks would not exceed 125% of 
the bank’s prime rate, or not more than 23.125% on 
the basis of a prime rate of 18.5%. 


With respect to the Loan Agreement for borrowings 
of up to $80,000,000, it is stated that such 
borrowings may only be used to purchase for 
retirement certain of CSOE’s cumulative preferred 
shares, par value $25 and $100, inconnection witha 
transaction separate from but related to AEP’s 
acquisition of CSOE’s common shares. The details 
concerning the retirement of the preferred shares 
are set forth in the Supplemental Memorandum and 
Order dated February 13, 1980 (HCAR No. 21433). 
The Loan Agreement provides for the issuance of 
short-term notes to the lending banks, each such 
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note (1) being payable six months from the date of 
issuance, with provisions for issuing new short-term 
notes in payment of the maturing short-term notes 
on dates six, twelve and eighteen months after the 
initial drawdown; (2) bearing interest at an annual 
rate of 102% of the alternate base rate (the higher of 
(a) the prime rate in effect from time to time of 
Citibank, N.A., on 90 day loans to substantial 
commercial borrowers, or (b) 1/2 of one percent 
above the latest three-week moving average of 
secondary market morning offering rates in the 
United States for three-month certificates of deposit 
of major United States money market banks, as 
determined weekly by Citibank, N.A., on the basis of 
certain reports, such average adjusted to the nearest 
1/4 of one percent, or, if there is no nearest 1/4 of 
one percent, then to the next higher 1/4 of one 
percent); (3) being prepayable in whole or in part 
(not less than $5,000,000) at any time. 


The Loan Agreement also contains a provision for 
the repayment of the short-term notes on the second 
anniversary of the drawdown by the issuance to the 
banks of CSOE’s term notes, payable in four 
substantially equal semiannual installments of 
principal and bearing interest at an annual rate of 
104% of the alternate base rate. CSOE is not now 
seeking authorization to issue such term notes, 
which will be the subject of a future filing should 
CSOE desire to issue them. Under the Loan 
Agreement CSOE is required to use the net proceeds 
of any sale of preferred shares to prepay the short- 
term notes or the term notes, as the case may be. 
Any amounts prepaid, whether optionally or 
mandatorily, may not be reborrowed. CSOE is 
required to pay a commitment fee at the rate of 1/2 
of one percent per annum on the _ banks’ 
commitment under the Loan Agreement, 
commencing December 1, 1979, until the 
drawdown or September 30, 1980, whichever is 
earlier. The effective interest cost of borrowings 
under the Loan Agreement, assuming a prime rate of 
18.5%, would be 18.87% for the short-term notes 
and 19.24% for the term notes. 


With respect to the Credit Agreement borrowings, 
CSOE’s arrangements with Prulease provide for 
loans of up to $30,000,000. Each loan is to be an 
amount equal to or less than CSOE’s estimated 
average inventory value of coal and oil for the month 
in which the loan is made, is to be evidenced by a 
note, and is to be secured by a security interest in 
CSOE’s supply of coal and fuel oil at its generating 


stations. Each note matures at the end of the month 
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for which the loan is made, except for the note which 
will be issued the first day of the month in which 
CSOE becomes a subsidiary of AEP, which note will 
mature on September 30, 1980, the date of 
termination of the Credit Agreement. Each note will 
bear interest at an annual rate equal to 1.125% plus 
.1% (subject to adjustment) as an indemnity for state 
and local income taxes plus the rate borne by (or 
quoted on) commercial paper issued by Prulease. 
No compensating balances are required. The Credit 
Agreement may be renewed annually for one year at 
a time, by Prulease, with CSOE’s consent, by 
Prulease’s giving notice to CSOE on or before July 1 
of each year. The effective interest cost of 
borrowings under the Credit Agreement, based on 
the 17% interest rate for commercial paper issued 
by Prulease on April 15, 1980, would be 18.225% 
through September 30, 1980. 


With respect to CSOE’s arrangements for borrowing 
up to $23,000,000 from funds managed by certain 
banks’ trust departments, it is stated that such 
borrowings will be evidenced by notes which will (1) 
mature 180 days from date of issuance, (2) be 
payable on demand in whole or in part by the holder, 
and be prepayable in whole or in part by CSOE, and 
(3) bear interest, payable monthly, at the discount 
rate then in effect with respect to short-term notes of 
Sears Roebuck Acceptance Corporation (which rate 
was 14.75% on April 5, 1980). 


The proceeds from the short-term borrowings 
(exclusive of the proceeds from borrowings under 
the $80,000,000 Loan Agreement, which will be 
used exclusively to purchase and retire CSOE 
preferred stock, and exclusive of borrowings under 
the Credit Agreement, which will be used to 
purchase fuel), will be added to CSOE’s general 
funds and used to pay for construction expenditures 
(estimated at $125,000,000 for 1980) and for other 
corporate purposes. 


CSOE claims exemption from the competitive 
bidding requirements of Rule 50 for its issuance of 
short-term notes pursuant to Rule 50(a)(2). 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$168,400, including commitment fees of $165,000 
and legal fees of $1,400. It is stated that no state 
commission, and no federal commission, otherthan 
this Commission, has jurisdiction over the proposed 
transactions. 
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NOTICE IS FURTHER GIVEN that any interested 
person may not later than May 27, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date the application, 
as filed or as it may be amended, may be granted as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21549/May 5, 1980 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


(70-6098) 


NOTICE OF PROPOSED INCREASE IN SHORT-TERM 
BORROWING AUTHORIZATION 


NOTICE IS HEREBY GIVEN that Jersey Central Power 
& Light Company (“Jersey Central”), an electric 
utility subsidiary of General Public Utilities 
Corporation, a registered holding company, has filed 
a post-effective amendment to an application 
previously filed with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 
(“Act”), designating Section 6(b) of the Act and Rule 
50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the amended application, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By an order dated December 28, 1979 in this matter 
(HCAR No. 21369) Jersey Central was authorized to 
issue or renew its unsecured promissory notes from 
time to time through December 31, 1980, provided 
that such borrowings, when added to Jersey 
Central’s borrowings outstanding under a separate 
loan agreement (as authorized in the Commission’s 
orders of June 19, 1979, HCAR No. 21107) would not 
in the aggregate exceed the lesser of $139,000,000 
or the amount permitted by Jersey Central’s charter. 
It is now proposed that Jersey Central be permitted 
to issue, sell and renew its unsecured promissory 
notes from time to time through December 31, 1980, 
provided that such borrowings, when added to 
Jersey Central’s borrowings under the loan 
agreement would not in the aggregate exceed the 
lesser of $160,000,000 or the amount permitted by 
Jersey Central’s charter. Jersey Central states that 
this flexibility is sought because from time to time it 
may be less costly and more expeditious to borrow 
under unsecured credit lines then under the loan 
agreement. In all other respects the transactions as 
heretofore authorized by the Commission will 
remain uncnanged. 


A statement of the fees, commissions and expenses 
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to be incurred by Jersey Central in connection with 
the proposed transaction will be filed by further post- 
effective amendment. It is stated that no state or 
federal regulatory authority, other than this 
Commission, has jurisdiction over the proposed 
transaction will be filed by further post-effective 
amendment. It is stated that no state or federal 
regulatory authority, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 29, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date, the application, 
as amended or as it may be further amended, may 
be granted effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued inthis matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1934 
Release No. 21550/May 6, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6210/May 6, 1980 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21551/May 6, 1980 


In the Matter of 


CONNECTICUT YANKEE ATOMIC POWER 
COMPANY 
Hartford, Connecticut 


(70-6444) 


ORDER AUTHORIZING PRIVATE PLACEMENT OF 
LONG-TERM DEBENTURES; EXCEPTION FROM 
COMPETITIVE BIDDING; RESERVATION OF 
JURISDICTION 


Connecticut Yankee Atomic Power Company 
(“Connecticut Yankee”), a subsidiary of Northeast 
Utilities and New England Electric System, both 
registered holding companies, has filed an 
application-declaration and amendments thereto 
with this Commission pursuant to Sections 6(a) and 
7 of the Public Utility Holding Company Act of 1935 
(“Act”), and Rules 50 and 100 promulgated 
thereunder regarding the proposed transaction. 


Connecticut Yankee is the owner of only one 
- generating facility, a 575,000 KW nuclear electric 
generating plant in Haddam, Connecticut, which has 
been in operation since January, 1968. Outstanding 
shares of its common stock are owned by eleven 
New England Electric Utilities (“Sponsors”). 
Primarily as a result of requirements imposed by the 
Nuclear Regulatory Commission and its own studies 
undertaken after the nuclear accident at Three Mile 
Island (“TMI”), Connecticut Yankee has proposed 
that its 1980 construction program shall include 
expenditures for modifications to the plant totalling 
approximately $32,700,000. Additional 
construction expenditures of approximately 
$25,000,000 are expected in each of the years 1981 
and 1982. In order to repay short-term borrowings or 
to finance other portions of its capital requirements, 
and possibly to repay certain outstanding term loans 
totalling $20,000,000, Connecticut Yankee 
proposes to issue and sell in 1980, at private sale, to 
institutional investors its medium or long-term debt. 
The aggregate amount of securities to be sold in 
1980 will be up to $60,000,000 if the term loans are 
to be repaid and up to $40,000,000 if the term loans 
are to remain outstanding. 


Since Connecticut Yankee’s Mortgage Indenture 
effectively precludes the issuance of additional First 
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Mortgage Bonds to finance plant modifications, the 
securities will not be secured by a mortgage on the 
plant. Connecticut Yankee presently expects that 
the securities to be offered will have a term of up to 
17 or 18 years and a level sinking fund, which will 
retire the entire issue by maturity. The 17 or 18 year 
period is approximately equal to the remaining 
depreciable life of the plant. The ultimate choice as 
to the kind or kinds of securities to be issued, the 
timing of the issue or issues and the exact amount 
and terms of the securities will be fixed after a 
preliminary exploration of the market for which 
purpose Connecticut Yankee will utilize the services 
of an investment banker. 


Connecticut Yankee presently intends to effect the 
sale of the securities in the third or fourth quarter of 
1980, but has been advised by its financial advisor 
that prospective purchasers of the securities may 
not have investment funds available then unless 
commitments are obtained promptly. Accordingly, 
Connecticut Yankee has requested an exception 
from the competitive bidding requirements of Rule 
50 under the Act so that the securities may be sold 
privately to institutional investors, with whom the 
terms of their issue will be negotiated. 


Connecticut Yankee states that such an exception is 


necessary because, since the accident at TMI, 
investors are wary of investing in utilities with 
substantial nuclear generating capacity. 
Connecticut Yankee has no other capacity and no 
additions are planned. It also states that since the 
securities cannot be first mortgage bonds, it is 
probable that special and complex terms will be 
required to support whatever type of securities it is 
determined are best suited to the needs of 
Connecticut Yankee. It is stated that such 
negotiations will provide the parties with the 
flexibility required to determine the appropriate 
terms for the securities in light of Connecticut 
Yankee’s circumstances and the needs of the 
purchasers and will enhance Connecticut Yankee’s 
ability to consummate the proposed transaction. 


The net proceeds, from the sales of the securities will 
be used to repay short-term borrowings, to finance 
construction expenses and possibly to repay the 
outstanding term loans. Such short-term borrowings 
are presently estimated to total somewhat more than 
$40,000,000 at December 31, 1980, assuming no 
external financing prior to that date. 


The fees, commissions and expenses to be incurred 
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in connection with the proposed transaction are 
estimated at $5,000, including legal fees of $2,500. 
It is stated that no state or federal regulatory 
authority, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21522), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective’ 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the terms and 
conditions of the securities to be issued by 
Connecticut Yankee. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21552/May 6, 1980 


In the Matter of 

MIDDLE SOUTH UTILITIES, INC. 
MIDDLE SOUTH SERVICES, INC. 
New Orleans, Louisiana 


(70-6433) 


ORDER AUTHORIZING GUARANTEE BY PARENT OF 
SERVICE COMPANY’S LEASE OBLIGATIONS 
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RELATED TO SALE AND LEASEBACK BY SERVICE 
COMPANY OF REAL PROPERTY 


Middle South Utilities, Inc., (“Middle South”), a 
registered holding company, and its subsidiary 
service company, Middle South Services, Inc. 
(“Services”), have filed a declaration and an 
amendment thereto pursuant to Section 12(b) of the 
Public Utility Holding Company Act of 1935 (“Act”) 
and Rule 45 promulgated thereunder regarding the 
following proposed transaction. 


Services intends to enter into a sale-leaseback 
transaction with a limited partnership (“Lessor”) to 
be formed by Integrated Resources, Inc., pursuant to 
which Services will sell to and concurrently lease 
back from the Lessor under a long-term net lease 
(“Lease”) a parcel of real property situated in Pine 
Bluff, Arkansas, and all improvements thereon, 
together constituting Services’ System Operations 
Center (“Operations Center’). Neither Integrated 
Resources, Inc. (or any corporate or person affiliated 
with it) nor the Lessor (or any corporation or person 
which will be affiliated with it) is or will be affiliated 
with Services or any of its affiliated companies. In 
order to effectuate these transactions, Middle South 
proposes to guarantee the performance by Services 
of its Lease Obligations without recourse to Services 
first being required. 


The Operations Center, which house facilities 
providing economic dispatch and power system 
security for the Middle South System, is located at 
5201 W. Barraque Street, Pine Bluff, Arkansas, and 
consists of two buildings having an aggregate of 
26,800 square feet situated on 2.56 acres of land. 
The original cost to Services of the Operations 
Center, including the land, was $1,594,859 and the 
current book value is $1,491,924. As soon as 
practicable after the receipt of the Commission’s 
order in this proceeding (“Closing Date”), Services 
will sell and convey the Operations Center to the 
Lessor for an amount equal to the fair market value 
thereof, estimated at approximately $2,000,000, 
and certain capitalized transactional costs, fees and 
expenses (“Rental Base”). It is expected that the 
Lessor will purchase the Operations Center initially 
with funds (representing approximately 1% of the 
Rental Base) to be supplied by it as an investment in 
the ownership of the Operations Center and with 
funds (representing the remainder) to be borrowed 
by the Lessor on an interim basis from Simmons 
First National Bank, Pine Bluff, Arkansas (“Interim 
Loan”). The Interim Loan will bear interest at the 
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prime commercial loan rate of Citibank, N.A., in 
effect as of the Closing Date and will mature on or 
about October 15, 1980. At maturity, the Interim 
Loan will be repaid from the proceeds of a 
permanent mortgage loan (“Permanent Loan”) to be 
made to the Lessor by American United Life 
Insurance Company, Indianapolis, Indiana. The 
Permanent Loan will bear interest at the rate of 
13.75% per annum and will mature on or about 
October 15, 2005. The Interim Loan and the 
Permanent Loan will be secured by a mortgage on 
the Operations Center and by an assignment of the 
Lease and the Guaranty. 


Concurrently with the purchase by the Lessor of the 
Operations Center, the Lessor will lease the 
Operations Center to Services. The Lease will have a 
basic term (“Basic Term”) of 25 years, commencing 
on or about October 25, 1980, and an interim term 
(“interim Term”), for the period from the Closing 
Date to the commencement of the Basic Term. At 
the end of the Basic Term, Services will have the 
option to purchase the Operations Center atthe then 
fair market value of the Operations Center, as 
encumbered by the Lease, and will also have the 
right to renew the Lease for up to five successive five- 
year renewal terms (“Renewal Term(s)”). The Lease 
will be noncancellable except in the event of total 
loss, destruction, condemnation or confiscation of 
the Operations Center to the extent that it cannot be 
economically repaired or replaced. 


The Lease will be a net lease in all respects, 
conferring responsibility for maintenance, 
insurance, certain taxes and other expenses upon 
Services. Services will be obligated to maintain the 
Operations Center in good condition, normal wear 
and tear expected. In the event that Services desires, 
from time to time, improvements costing at least 
$250,000 to be constructed at the Operations Center 
during the Basic Term or any Renewal Term, the 
Lessor will be obligated at the request of Services to 
make a reasonable effort to arrange for the 
construction and the financing of such additional 
improvements and the leasing thereof to Services on 
a Satisfactory basis, having regard to the then 
existing economic, financial and money market 
conditions. 


Lease payments by Services over the term of the 
Lease will be as follows: (1) during the Interim Term, 
in an amount equal to the specified rate of interest 
on the Interim Loan as applied to the Rental Base; 
(2) during the Basic Term, in annual amounts equal 
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to the following percentages of the Rental Base: 
years 1-5, 9.16%; years 6-10, 13.82%; years 11-15, 
14.70%; and years 16-25, 18.49%; and (3) during 
any Renewal Term, in an annual amount equal to 
9.6% of the Rental Base. It is Services’ 
understanding that the Lease rates during the Basic 
Term are equivalent to the level annual rental 
constant of 12.37% or to an effective annual interest 
rate of 11.7% per annum. Services intends to charge 
the payments under the Lease to operating expense. 
The Lease payments are such that Services will not 
acquire any equity in the Operations Center and 
consequently the Lease will be accounted for by 
Services as a lease. 


It is stated that no federal or state commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. The fees or expenses to be 
incurred in connection with the proposed 
transaction are expected not to exceed $6,000, 
including legal fees not to exceed $4,000 payable by 
Middle South. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21525), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21553/May 6, 1980 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


CNG COAL COMPANY 

CNG DEVELOPMENT COMPANY LTD. 

CNG PRODUCING COMPANY 

CNG RESEARCH COMPANY 

CONSOLIDATED GAS SUPPLY CORPORATION 

CONSOLIDATED NATURAL GAS SERVICE 
COMPANY, INC. 

CONSOLIDATED SYSTEM LNG COMPANY 

THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 

THE RIVER GAS COMPANY 

WEST OHIO GAS COMPANY 


(70-6452) 


NOTICE OF PROPOSED INTRASYSTEM FINANCING, 
ISSUANCE AND SALE OF SHORT-TERM NOTES TO 
BANKS AND COMMERCIAL PAPER BY HOLDING 
COMPANY; ISSUANCE AND SALE OF SUBSIDIARY 


COMMON STOCK TO HOLDING COMPANY; 
EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Consolidated 
Natural Gas Company (“Consolidated”), a registered 
holding company, and certain of its subsidiary 
companies, CNG Coal Company (Coa! Company”), 
CNG Development Company Ltd., CNG Producing 
Company (“Producing Company”), CNG Research 
Company (“Research Company”), Consolidated Gas 
Supply Corporation (“Gas Supply”), Consolidated 
Natural Gas Service Company, Inc., Consolidated 
System LNG Company (“LNG Company”), The East 
Ohio Gas Company (“East Ohio”), The Peoples 
Natural Gas Company (“Peoples”), The River Gas 
Company (“River”) and West Ohio Gas Company 
(“West Ohio”) have filed an application-declaration 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6(a), 6(b), 7, 9(a), 10, 12(b), and 12(f) of 
the Act and Rules 43, 45, and 50(a)(5) and 50(a)(2) 
promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 
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Consolidated proposes to issue up to $125,000,000 
of short-term notes to a group of banks during 1980. 
Such notes will bear variable interest at the prime 
commercial rate in effect from time to time at Chase 
Manhattan Bank, N.A. (“Chase Manhattan”). 
Prepayments may be made in whole or in part, from 
time to time, upon five days’ notice without penalty 
or premium. There will be no closing or related 
charges or commitment fee, and the notes will 
mature not more than twelve months from the date 
of the first borrowing. No compensating balance 
requirements will be imposed. The average of 
deposits regularly maintained by the Consolidated 
companies in the participating banks for normal 
operating purposes amounted to approximately 
$25,700,000 for 1979. It is stated that based ona 
requirement of 10% of the proposed credit line and 
10% of average borrowings thereunder, the average 
compensating balances would have amounted to 
approximately $26,600,000 for the year 1979. 


Consolidated proposes to use the proceeds from 
said bank borrowings and from part of the proceeds 
of Consolidated’s proposed issuance and sale of up 
to $100,000,000 of commercial paper and/or back 
up bank borrowings as hereinafter described, to 
make open account advances to its subsidiary 
companies for the seasonal increase in gas storage 
inventories, payable as gas is withdrawn and sold 
during the 1980-81 heating season, and to provide 
the necessary flexibility for day to day working 
capital requirements. The total open account 
advances made by Consolidated through May 31, 
1981 shall not exceed $260,000,000. At any one 
time, however, the aggregate amount of advances to 
subsidiaries outstanding shall not exceed 
$225,000,000. Such advances to the subsidiaries 
will be made up to the amounts set forth in the table 
below. All advances will be repaid not more than one 
year from the date of the first advance to each 
subsidiary with interest at substantially the same 
effective rate as incurred by Consolidated on the 
related gas storage bank loan, commercial paper 
sale and/or bank borrowings. 


Subsidiary Company 
Producing Company 
Gas Supply 

LNG Company 

East Ohio 

Peoples 


Amounts 
$20,000,000 
105,000,000 

30,000,000 
50,000,000 
50,000,000 


West Ohio 
$260,000,000 
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Consolidated further proposes to acquire, and the 
subsidiary companies set forth below propose to 
issue and sell to Consolidated from time to time up to 
May 31, 1981, capital stock up to the following 
amounts at the par value thereof: 


Number of 
Shares 

20,000 ($100 par) 
725,000 ($100 par) 
35,000 ($100 par) 
300,000 ($100 par) 
10,000 ($100 par) 
200,000 ( $5 par) 
1,290,000 (shares) 


Aggregate 
Par Value 
$2,000,000 
72,500,000 
3,500,000 
30,000,000 
1,000,000 
1,000,000 
$110,000,000 


Coal Company 
Producing Company 
Research Company 
Gas Supply 

River 

West Ohio 





The proceeds derived from the proposed sale of 
stock will be used to finance, in part, the 
subsidiaries’ capital expenditures. The purchase of 
such stock will be made principally with funds from 
internal cash generation, and from the sale of 
common stock pursuant to Consolidated’s 
stockholder and employee stock plans. 


The authorized capital stock of CNG Producing 
Company, CNG Research Company, Consolidated 
Gas Supply Corporation and The River Gas Company 
is not sufficient to cover the additional shares they 
proposed to issue, as stated above. Consolidated as 
of the date hereof holds 1,081,080 shares of 
Producing capital stock, 92,500 shares of Research 
capital stock, 1,761,000 shares of Supply capital 
stock and 25,500 shares of River capital stock. 
Therefore, in order to accommodate the proposed 
transactions and to provide for future issues, the 
companies listed below propose to amend their 
certificates of incorporation. 


From To 
1,250,000 2,000,000 
100,000 140,000 
2,000,000 2,500,000 
35,000 50,000 


Producing Company 
Research Company 
Gas Supply 

River Company 


As indicated above, Consolidated proposes to issue 
and sell from time to time up to May 31, 1980 com- 
mercial paper, in the form of short-term promissory 
notes payable to bearer, in the aggregate face amount 
not to exceed $100,000,000 outstanding at any one 
time to Salomon Brothers (“Salomon”). The com- 
mercial paper will have varying maturities of not 
more than 270 days after the date of issue and will be 
issued and sold in varying denominations of not less 
than $50,000 and not more than $5,000,000 direct- 
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ly to Salomon at a discount which will not be in 
excess of the discount rate per annum prevailing at 
the date of issuance for commercial paper of 
comparable quality and like maturities. 
Consolidated proposes to sell commercial paper 
only so long as its discount rate or effective interest 
cost on the date of sale does not exceed the equiv- 
alent cost of borrowings from a commercial bank. 


No commission or fee will be payable by 
Consolidated in connection with the issue and sale of 
such commercial paper notes. Salomon as 
principal, will reoffer such notes at a discount not to 
exceed one-eighth of one percent per annum less 
than the prevailing discount rate to Consolidated. 
Such notes will be reoffered to not more than 200 
identified and designated customers on a nonpublic 
list prepared in advance by Salomon and furnished 
to the Commission. It is anticipated that the 
commercial paper will be held by customers to 
maturity; however, if any commercial paper is 
repurchased by the dealer pursuant to a repurchase 
agreement, such paper will be reoffered only to 
others in the group of 200 customers. The issuance 
and sale of commercial paper is to meet working 
capital requirements. 


Consolidated proposes to the extent that it becomes 
impracticable due to market conditions to issue 
such commercial paper, to borrow, repay, and 
reborrow from Chase Manhattan, from time to time 
up to May 31, 1981, an aggregate principal amount 
not to exceed $50,000,000 outstanding at any one 
time, on an unsecured basis and without a 
commitment fee, at the prime commercial rate of 
interest in effect on the date of each borrowing. In 
such event, it would also borrow, repay and reborrow 
from Citibank, N.A. from time to time up to May 31, 
1981, an aggregate principal amount not to exceed 
$50,000,000 outstanding at any one time on an 
unsecured basis and with a commitment fee of 
.375% on said principal amount, at the base rate of 
interest of Citibank in effect on the date of each 
borrowing. The borrowings will be evidenced by the 
note or notes of Consolidated having a maturity date 
not more than 90 days from the date of each 
borrowing. The notes may be prepayed, in whole or 
in part at any time, without prior notice and without 
premium. There will be no closing or related charges 
with respect to the bank loans. 


Consolidated requests that, for the period 


commencing upon the date of the granting of this 
application-declaration and ending May 31, 1981, 
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an exemption be allowed from the provisions of 
Section 6(a) of the Act pursuant to the first sentence 
of Section 6(b), relating to the issuance and sale of 
short-term notes, by increasing the 5% limitation on 
such notes to a maximum of 12% in order to permit 
Consolidated to have outstanding at any onetime up 
to $100,000,000 principal amount of short-term 
notes during such period as proposed herein. 


Consolidated requests exception from the 
competitive bidding requirements of Rule 50(b) with 
respect to the sale of commercial paper pursuant to 
paragraph (a)(5). It states that such commercial 
paper will have maturities of nine months or less, 
that current rates for commercial paper for prime 
borrowers, such as Consolidated, are published 
daily in financial publications, and that it is not 
practical to invite competitive bids for commercial 
paper. Consolidated also proposes that the Rule 24 
certificates of notification regarding the proposed 
transactions be filed on a quarterly basis. 


It is stated that CNG Development Company Ltd. and 
Consolidated Natural Gas Service Company, Inc., 
have no new financing requirements for 1980 at the 
time of filing and that if such requirements should 
arise, an amendment to that effect will be filed as 
part of this proceeding. 


The application-declaration states that the Public 
Service Commission of West Virginia has jurisdiction 
over the proposed short-term borrowings and stock 
issuances of Gas Supply, that the Public Utilities 
Commission of Ohio has jurisdiction over the stock 
issuances proposed by River and West Ohio. It is 
further stated that no other state or federal 
commission, other than this Commission has 
jurisdiction over the proposed transactions. The fees 
and expenses to be incurred in connection with the 
proposed transactions are estimated not to exceed 
$12,500, including $10,000 for the system service 
company charges, at cost. All of such fees ‘and 
expenses are to be paid by Consolidated. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 30, 1980, request in 
writing that a hearing be held in respect of such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration which he desires to 
controvert; or he may request that he be notified 
should the Commission order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
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D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


Release No. 21554/May 7, 1980 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-6454) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (“I&M”), an electric utility 
subsidiary of American Electric Power Company, 
Inc., has filed with this Commission a declaration 
pursuant to the Public Utility Holding Company Act 
of 1935 (“Act”), designating Sections 6 and 7 of the 
Act and Rule 50 promulgated thereunder as 
applicable to the proposed transactions. All 
interested persons are referred to the declaration, 
which is summarized below, for a complete 
statement of the proposed transactions. 


1&M proposes to issue and sell up to $80,000,000 
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aggregate principal amount of its first mortgage 
bonds of a new series, having a maturity of not less 
than 5 years and not more than 30 years. The 
interest rate, which will be expressed in a multiple of 
1/8 of 1%, and the price to be paid to |&M for the 
bonds, which shall not be less than 99% and shall not 
exceed 102-3/4%, will be determined by 
competitive bidding. The bonds will be issued under 
and secured by |&M’s Mortgage and Deed of Trust, 
dated June 1, 1939, between it and Irving Trust 
Company and D.W. May, Trustees, as previously 
amended and supplemented, and as to be further 
amended by a Supplemental Indenture to be dated 
June 1, 1980. None of the bonds may be redeemed 
prior to a date five years subsequent tothe first day of 
the month in which the bonds are first authenticated 
and delivered, if such redemption is for the purpose 
of refunding such bonds through the use, directly or 
indirectly, of borrowed funds at an effective interest 
cost of less than the effective interest cost to the 
company of such bonds. 


The proposed sale of the bonds is part of an overall 
financing program of |&M which also contemplates 
that American Electric Power Company, Inc., |&M’s 
parent, will make cash capital contributions in an 
aggregate amount of up to $50,000,000 during 
1980, as previously authorized on October 12, 1979 
(HCAR No. 21248). As of March 30, 1980, 1&M had 
received cash capital contributions in an aggregate 
amount of $25,000,000. 


The proceeds from the sale of the bonds will be used 
to repay unsecured short-term indebtedness of |&M 
consisting of notes payable to banks and 
commercial paper. As of March 31, 1980, 
approximately $128,330,000 principal amount of 
such unsecured short-term debt was outstanding 
and it is anticipated that, at the time of the sale of the 
new bonds and following receipt of the cash capital 
contributions, not less than $150,000,000 
aggregate principal amount of such unsecured 
short-term debt will be outstanding. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that the Public Service 
Commission of Indiana and the Michigan Public 
Service Commission have jurisdiction over the 
proposed transactions and that no other state or 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
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person may not later than June 2, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date the declaration, 
as filed or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21555/May 7, 1980 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Dallas, Texas 


(70-5892) 


ORDER AUTHORIZING ISSUE AND SALE OF 
COMMON STOCK PURSUANT TO EMPLOYEE 
SHARE OWNERSHIP PLAN AND GRANTING 
REQUEST FOR EXEMPTION FROM COMPETITIVE 
BIDDING 


Central and South West Corporation (“CSW”), a 


registered holding company, has filed with this 
Commission a post-effective amendment to its 
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application-declaration, previously filed and 
amended in this matter pursuant to Sections 6(a) 
and 7 of the Public Utility Holding Company Act of 
1935 (“Act”), and Rule 50 promulgated thereunder 
concerning the following transaction. 


By orders dated October 8, 1976 and August 18, 
1978 (HCAR Nos. 19710 and 20675), CSW was 
authorized to issue and sel! up to 2,000,000 shares 
of its authorized and unissued common stock, par 
value $3.50 per share, through its employee share 
ownership plan (“Plan”). The Plan was established 
for the benefit of CSW and its direct and indirect 
subsidiaries; Central Power and Light Company, 
Central and South West Services, Inc., Public Service 
Company of Oklahoma, Transok Pipe Line Company, 
Southwestern Electric Power Company and West 
Texas Utilities Company. As of March 15, 1980, 
648,045 shares remain unsold. 


CSW now requests authorization to issue and sell 
2,000,000 shares of its authorized and unissued 
common stock, par value $3.50 per share, in 
addition to the 2,000,000 shares previously 
authorized. Under the Plan, a trust has been 
established to hold the stock shares for the benefit of 
the participating employees. The proposed 
2,000,000 shares (“Additional Shares”) are to be 
issued to or sold to the trustee of the Plan. 


The Additional Shares are estimated to be sufficient 
to account for the total CSW and employee 
contributions to be made for the 1979 and 1980 tax 
years and also for other purchases by the trustee 
through December 31, 1981. The exact number of 
Additional Shares to be issued and sold to the trust 
will be determined by dividing the amount of the 
additional 1% of investment tax credit and the total 
1% credit pursuant to the employee and matching 
employer contributions for the years 1979 and 1980, 
respectively, by the average closing price of CSW’s 
common stock as reported on the New York Stock 
Exchange Composite Transactions for the twenty 
consecutive trading days immediately preceding the 
date of issuance of such additional shares. 


Based on CSW System's estimated qualifying 
property additions for 1979 and 1980 and assuming 


maximum participation by employees, CSW 
estimates that the additional investment tax credit 
for both years would be approximately $20,800,000. 
In addition, $6,700,000 of dividends applicable to 
the shares held by the trustee will be used for the 
purchase of Additional Shares, resulting in a total of 
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$27,500,000. Assuming that the purchase price for 
the CSW stock was $11.00 per share, a total of 
approximately 2,500,000 Additional Shares would 
be issued. The 2,500,000 shares added to the 
1,351,955 shares which have been issued under the 
Plan results in a total of 3,851,955 shares. The total 
of 4,000,000 shares which will be authorized if the 
present post-effective amendment is approved is 
said to be necessary to afford adequate leeway for 
the purchase of shares by the trust in accordance 
with the Plan and for periodic purchases of shares 
with funds generated from dividends paid on shares 
held by the trust. It is stated that the Additional 
Shares also are necessary to meet unexpected 
contingencies such as a decrease in the market 
price of the common stock. 


CSW requests exemption from the competitive 
bidding requirements of Rule 50 pursuant to 
subparagraph (a)(5) thereof. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$7,000, including printing fees of $5,000 and legal 
fees of $1,000. No federal or state commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said post-effective 
amendment to the application-declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21517), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted 
and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendment, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that (1) 
certificates thereunder shall be filed quarterly, 
including a summary of the total shares issued and 
total net proceeds realized, and (2) the certificate 
reporting the results of the first quarter of the 
calendar year shall also include a summary of the 
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total expenses incurred, directly or indirectly, by 
CSW for operating the Savings Plan during the 
preceding calendar year. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21556/May 7, 1980 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Ash Creek Mining Company 
Tulsa, Oklahoma 


(70-5868) 


SUPPLEMENTAL ORDER AUTHORIZING INCREASE 
IN SHORT-TERM LOANS TO MINING SUBSIDIARY 


Public Service Company of Oklahoma (“PSO”), an 
electric utility subsidiary of Central and South Wesi 
Corporation (“CSW”), a registered holding company, 
and Ash Creek Mining Company (“Ash Creek”), a 
mining subsidiary of PSO, have filed with this 
Commission a post-effective amendment to their 
application-declaration previously filed and 
amended pursuant to Sections 6, 7, 9(a), 10 and 12 
of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 43 and 45 promulgated 
thereunder concerning the following proposed 
transaction. 


By order dated November 30, 1976 (HCAR No. 
19777), PSO was authorized to organize and acquire 
all of the authorized common stock of Ash Creek, 
and to transfer to Ash Creek all of its existing coal 
interests in exchange for Ash Creek’s common stock 
in an aggregate par value equal to PSO’s capital costs 
relating to the cost interests. PSO transferred to Ash 
Creek properties having a cost basis of $3,839,040 
in return for 383,904 shares of Ash Creek’s common 
stock, par value $10 per share. Additional properties 
have not yet been transferred and remain in PSO 
ownership. PSO was also authorized to make short- 
term loans to Ash Creek, through December 31, 
1977, in the form of either open account advances or 
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evidenced by notes, in an aggregate amount not to 
exceed $12,500,000 at any one time outstanding, to 
finance Ash Creek’s fuel programs. That 
authorization has subsequently been extended 
pursuant to supplemental orders (HCAR Nos. 
20329, 20414, 20476, 20505, 20568, 20646, 
20710, 20754, 20863, 20926, 20975, 21049, 
21364 and 21486). In the latest such supplemental 
order dated March 21, 1980 (HCAR No. 21486), PSO 
was authorized to continue its financing of Ash Creek 
through June 30, 1980, in the maximum principal 
amount of $1,050,000 outstanding at any one time. 


By post-effective amendment applicants-declarants 
request an increase in the amount of authorized 
short-term loans for the period ending June 30, 
1980, from $1,050,000 to $1,235,000. It is stated 
that the additional $185,000 is needed in order to 
satisfy a tax deficiency of that amount which was 
recently announced by the Internal Revenue Service 
(“IRS”) in connection with their audit of the CSW 
system. This tax deficiency, which was not foreseen 
in the making of the budget for loans to Ash Creek, 
resulted from an IRS determination that certain 
items expensed in 1975 and 1976 should have been 
capitalized for federal income tax purposes. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$200. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, as 
amended by said post-effective amendment, it is 
hereby found that the applicable standards of the 
Act and the Rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended by said post-effective 
amendment, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and Rules thereunder, that PSO 
be, and it hereby is, authorized forthwith to continue 
its financing of Ash Creek through June 30, 1980, in 
the maximum principal amount of $1,235,000 
outstanding at any one time, subject to the terms 
and conditions prescribed in Rule 24 promulgated 
under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
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hereby is, continued with respect to any further 
extension of time and any expenditures to be made 
after June 30, 1980. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21557/May 7, 1980 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


(70-6225) 


NOTICE OF POST-EFFECTIVE AMENDMENT 
REGARDING INCREASE OF SHORT-TERM 
BORROWINGS 


NOTICE IS HEREBY GIVEN that Louisiana Power and 
Light Company (“Louisiana”), an electric subsidiary 
company of Middle South Utilities, Inc., a registered 
holding company, has filed with this Commission a 
post-effective amendment to the declaration in this 
proceeding pursuant to Sections 6(a) and 7 of the 
Public Utility Holding Company Act of 1935 (“Act”) 
regarding the following proposed transactions. All 
interested persons are referred to the amended 
declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


By orders in this proceeding dated December 15, 
1978, January 5, 1979, and July 10, 1979 (HCAR 
Nos. 20832, 20873, and 21141), Louisiana was 
authorized to issue and sell, from time to time until 
December 31, 1980, notes to banks and commercial 
paper to a dealer in an aggregate principal amount of 
all such borrowings at any one time outstanding not 
exceeding $150,000,000. The presently effective 
loan commitments from such banks terminate on 
December 31, 1980, with loans thereunder 
maturing not later than December 31, 1980. 
Louisiana presently has an aggregate principal 
amount of short-term borrowings by means of bank 
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loans and the sale of its commercial paper of 
$107,700,000. 


Louisiana now proposes that the aggregate principal 
amount of all such borrowings that it is permitted to 
have outstanding at any one time be increased tothe 
lesser (from time to time) of $165,000,000 or ten per 
centum (10%) of the aggregate of (a) the total 
principal amount of all bonds or other securities 
representing secured indebtedness issued or 
assumed by Louisiana and then outstanding and (b) 
the capital and surplus of Louisiana as then stated 
on its books of account. Set forth below are the 
respective maximum amounts which the banks 
from which such bank loans are to be made have 
committed themselves to lend during the period 
through December 31, 1980, and the names of such 
banks: 


Maximum Amount 
The Chase Manhattan Bank, N.A., New York, N.Y. $59,000,000 
Irving Trust Company, New York, N.Y.............. 15,000,000 
Chemical Bank, New York, N.Y. ............000 eee 10,000,000 
Citibank: NA. New Yor NY, © 0.6 ccocceseecc sce 10,000,000 
Manufacturers Hanover Trust Company, 

NOW VOPR Is... o cu ceteoccaccccsescreeoce cess 10,000,000 
Whitney National Bank of New Orleans, LA.......... 8,000,000 
First National Bank of Louisville, Kentucky.......... 8,000,000 
First National Bank of Commerce, New Orleans, LA.. 6,000,000 
Bank of the Southwest, Houston, Texas............. 5,000,000 
Bank of Virginia, Richmond, VA. ...............006- 5,000,000 
Hibernia National Bank, New Orleans, LA........... 5,000,000 
Security Pacific National Bank, Los Angeles, CA. .... 5,000,000 
National American Bank of New Orleans, LA. ....... 2,800,000 
Jefferson Bank & Trust Company, Metairie, LA. ..... 1,000,000 
The Bank of New Orleans and Trust Company, 

WNOWIONIGINIG CAC Vcc cccicceccenacncdeccecacecces's 750,000 
The National Bank of Commerce in Jefferson 

Parish, LA 750,000 
First State Bank & Trust Company, Bogalusa, LA...... 640,000 
Central Bank, Monroe, LA 500,000 
First National Bank of West Monroe, La 500,000 
First National Bank of Jefferson Parish, Gretna, LA. ...400,000 
Bastrop National Bank, Bastrop, LA. ................ 250,000 
The First National Bank of Delhi, LA.................. 250,000 
Assumption Bank and Trust Company, 

Napoleonville, LA 
American Bank & Trust Company in Monroe, LA. ..... 100,000 
Bank of Louisiana in New Orleans, LA. ............... 100,000 
Bank of the South, Gretna, LA 100,000 
Guaranty Bank & Trust Company, Gretna, LA 100,000 
Metairie Bank & Trust Co., Metairie, LA 100,000 
Ouachita National Bank, Monroe, LA 100,000 
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Terrebonne Bank & Trust Company, Houma, LA 100,000a 

First Guaranty Bank, Hammond, LA. ...........00ee ees 75,000 

Franklin State Bank & Trust Company, Winnsboro, LA. . 50,000 

Winnsboro State Bank & Trust Company, Winnsboro, LA.50,000 

Bank of Morehourse, Bastrop, LA 

Citizens Bank & Trust Company, Thibodaux, LA........ 20,000 
TOTAL AMOUNT $155,000,000 


The proposed transactions remain unchanged in all 
other respects, including the maturity date of 
December 31, 1980. Louisiana’s construction 
program contemplates expenditures of 
approximately $285,000,000 in 1980, and the 
company now estimates that it will require 
approximately $257,000,000 of funds from external 
sources in 1980. 


It is stated that no special or separate expenses are 
anticipated in connection with the proposed 
transactions except legal fees not exceeding 
$1,000, and that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 4, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
post-effective amendment which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the declarant at the 
above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the declaration, as amended or 
as it may be further amended, may be permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued inthis matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21558/May 8, 1980 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-6458) 


NOTICE OF PROPOSED FINANCING OF POLLUTION 
CONTROL FACILITIES 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (“I&M”), an electric utility 
subsidiary of American Electric Power Company, 
Inc., a registered holding company, has filed with 
this Commission an application-declaration 
pursuant to the Public Utility Holding Company Act 
of 1935 (“Act”), designating Sections 9(a), 10 and 
12(d) of the Act and Rule 44(b)(3) promulgated 
thereunder as applicable to the proposed 
transactions. All interested persons are referred to 
the application-declaration, which is summarized 
below, for a complete statement of the proposed 
transactions. 


1&M is in the process of constructing certain high 
efficiency electrostatic precipitators, ash disposal 
systems, a stack, cooling towers and other water 
pollution control systems (“Project”) at its Rockport 
Generating Station (“Plant”), currently under 
construction near the City of Rockport (“City”) in 
Spencer County, Indiana. It is estimated that the 
Plant will in the aggregate cost approximately 
$1,600,000,000. By resolution of June 2, 1977, the 
City determined that, pursuant to the Act, it would 
authorize and issue one or more series of its 
pollution control revenue bonds (“Bonds”) to 
finance the cost of engineering, design, acquisition 
and construction of the Project, including 
reimbursement or repayment to |&M of monies 
expended by |/&M for planning, engineering, 
acquisition and construction of the Project. 
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1&M proposes to enter into an Agreement of Sale 
(“Agreement”) with the City which will provide for the 
construction and installation of facilities comprising 
the Project by the City, and the issuance by the City of 
Bonds (i) in an initial principal amount of up to 
$50,000,000 (“Series A Bonds”), and (ii) additional 
Bonds in principal amounts which, when added to 
the principal amount of the Series A Bonds, are 
sufficient to cover the cost of construction of the 
Project. The proceeds of the sale of the Series A 
Bonds will be deposited by the City with Lincoln 
National Bank and Trust Company of Fort Wayne, as 
Trustee (‘Trustee’), under an Indenture 
(“Indenture”) to be entered into between the City 
and Trustee pursuant to which the Series A Bonds 
are to be issued and secured. Such proceeds will be 
applied to payment of the cost of construction of the 
Project. The Agreement also will provide for the sale 
of the Project to |&M, the payment by I&M of the 
purchase price of the Project in semi-annual 
installments over a term of years, and the 
assignment and pledge to the Trustee of the City’s 
interest in, and of the monies receivable by the City 
under, the Agreement. 


Proceeds received by |&M in reimbursement of its 
cost of construction of the Project will be applied to 
the payment of unsecured short-term indebtedness 
of |&M and for other corporate purposes. As of March 
31, 1980, such short-term indebtedness of I|&M 
amounted to $128,330,000. 


The Agreement will provide that each installment of 
the purchase price for the Project payable by |&M 
will be in such an amount (together with other 
monies held by the Trustee under the Indenture for 
that purpose) as will enable the City to pay, when 
due, (i) the interest on the Series A Bonds, any 
additional bonds and any refunding bonds, (ii) the 
principal amount of the Series A Bonds, any 
additional bonds and any refunding bonds payable 
at the time of their respective stated maturities and 
(iii) amounts, including any accrued interest, 
payable in connection with any mandatory 
redemption of the Series A Bonds, any additional 
bonds or any refunding bonds. The Agreement will 
also obligate |1&M to pay the fees and charges of the 
Trustee, as well as certain administrative expenses 
of the City. 


1&M shall have the option to prepay the purchase 
price of the Project in whole (i) upon the occurrence 
of certain events by paying amounts sufficient to 
redeem all Bonds then outstanding, the fees and 
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expenses of the Trustee, and all other amounts 
payable under the Indenture, or (ii) at any time by 
depositing monies in the Bond Fund or delivering to 
the Trustee governmental obligations sufficient in 
either case to provide for the release of the Indenture 
in accordance with its terms. Upon prepayment of 
the entire purchase price of the Project, |&M may 
terminate the Agreement. 


1&M may also prepay the purchase price of the 
Project in part, such payments to be paid to the 
Trustee for deposit in the Bond Fund and credited 
against the purchase price and used for the 
redemption or purchase of outstanding Bonds inthe 
manner and to the extent the outstanding Bonds are 
redeemable or subject to purchase as provided in 
the Indenture. 


1&M will convey the pollution control facilities, to the 
extent that they have already been constructed and 
are then in place at the plant site, subject to the lien 
of the I&M first mortgage, and I&M will be entitled 
under the Agreement to be reimbursed from the 
proceeds of the Bonds for its costs of construction. 
The existing facilities will thereupon become a part 
of the Project which 1&M will repurchase from the 
City pursuant to the Agreement. 


It is contemplated that the Series A Bonds will be 
sold by the City pursuant to arrangements with a 
group of underwriters. In accordance with the laws of 
the State of Indiana, the interest rate to be borne by 
the Series A Bonds will be fixed by or on behalf of the 
common council of the City. 1&M has been advised 
that the annual interest rates on obligations, interest 
on which is tax exempt, can be expected at the time 
of issuance of the Series A Bonds to be 1/2% to 2- 
1/2% lower than the rates of obligations of like tenor 
and comparable quality, interest on which is fully 
subject to federal income tax. 


The Series A Bonds will be dated on or about the first 
day of the month in which they are issued, will bear 
interest semi-annually and will mature at a date or 
dates not more than 30 years from the date of their 
issuance. It is expected that the Series A Bonds will 
not be redeemable at the option of the City within 10 
years from their issue date except under certain 
circumstances. Series A Bonds will be subject to 
mandatory redemption under the circumstances 
and terms specified in the Indenture. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
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amendment. It is stated that the Michigan Public 
Service Commission and the Public Service 
Commission of Indiana have jurisdiction over the 
proposed transaction and that no other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 5, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicant-declarant 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rules 
23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21559/May 8, 1980 


In the Matter of 


BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 


(70-6378) 
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ORDER AUTHORIZING INCREASE IN SHORT-TERM 
BORROWING 


Blackstone Valley Electric Company (“Blackstone”), 
an electric utility subsidiary company of Eastern 
Utilities Associates, a registered holding company, 
has filed with this Commission a _ post-effective 
amendment to its declaration, previously filed and 
amended in this matter pursuant to Sections 
6(a)(1), 7 and 12(c) of the Public Utility Holding 
Company Act of 1935 and Rule 50 promulgated 
thereunder concerning the following transaction. 


By order dated December 10, 1979 (HCAR No. 
21336), Blackstone was authorized to borrow funds 
during the period ending December 31, 1980, 
through the issuance and sale of short-term notes to 
banks in a maximum amount outstanding at any 
one time not to exceed $3,200,000. 


By post-effective amendment, Blackstone proposes 
to increase its short-term debt authorization to 
$4,700,000. It is stated that such increase is 
necessary due to the rising level of interest that must 
be paid on Blackstone’s $25,000,000 note to Chase 
Manhattan Bank, N.A. which, as last extended 
pursuant to authorization granted on January 28, 
1980 (HCAR No. 21409), is due January 27, 1981. It 
is stated that the increased interest expense as well 
as the continuing escalation of other costs have 
substantially reduced Blackstone’s available cash. 
The $4,700,000 amount requested is the maximum 
currently permitted under Blackstone’s Preferred 
Stock Provisions. 


Rhode Island Hospital Trust National Bank presently 
has extended separate lines of credit to Blackstone 
and Montaup Electric Company (“Montaup”), an 
affiliate. The separate lines will be merged into one 
line which will be available to either Blackstone or 
Montaup. No other change will be made inthe terms 
of the line. 


Blackstone has credit lines with a number of banks 
subject to the following arrangement: (1) borrowing 
at the prime rate with no formal compensating 
balance; (2) borrowing at the prime rate with 
compensating balances not exceeding 20%; and (3) 
borrowing at the prime rate or the prime times a 
percentage thereof together with a commitment fee 
based on a fraction of the prime rate. Assuming a 
prime rate of 18-1/2% and the maximum balance 
requirements of 20%, the effective interest rate 
would be 23.125%. 
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There are no additional fees or expenses to be 
incurred in connection with the proposed 
transaction. No federal or state commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said post-effective 
amendment to the declaration has been given in the 
manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 21518), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said declaration, as amended 
by said post-effective amendment, be permitted to 
become effective. 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended by said post-effective 
amendment, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that certificates thereunder shall be 
filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21560/May 8, 1980 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 


(70-6439) 


ORDER AUTHORIZING ACQUISITION OF STOCK OF 
INACTIVE COMPANY 


Eastern Utilities Associates (“EUA”), a registered 
holding company, has filed with this Commission an 
application pursuant to Sections 9(a) and 10 of the 
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Public Utility Holding Company Act of 1935 (“Act”) 
concerning the following transaction. 


EUA proposes to purchase 100 shares of capital 
stock of Eastern Edison Electric Company 
(“Eastern”) at their par value of $10 per share. This 
stock constitutes all the authorized and issued 
capital stock of Eastern. 


Eastern was incorporated in Massachusetts on 
February 16, 1951 under the name Eastern Edison 
Electric Company, Inc. The name of the company 
was changed pursuant to a special act of the 
Massachusetts Legislature, Chapter 339 of the Acts 
of 1951 (the “1951 Act”), to Eastern Edison 
Company. Such special authorization was necessary 
because electric companies incorporated under the 
Massachusetts laws are otherwise required to 
include the word “electric” in their names. Eastern 
was organized to participate in a plan of 
reorganization of EUA and its subsidiaries (the “First 
Plan”) submitted to this Commission to comply with 
a Commission order dated April 4, 1950 issued in 
proceedings under Section 11(b) of the Act (File No. 
59-89). Among other provisions of the First Plan, 
Eastern was to acquire the stock of EUA’s Rhode 
Island subsidiary, Blackstone Valley Gas and 
Electric Company, now Blackstone Valley Electric 
Company (“Blackstone”). The 1951 Act made it 
clear that Eastern would have corporate power to 
acquire the stock of Blackstone, a matter which was 
not clear under the general statutes of 
Massachusetts. 


The Massachusetts Department of Public Utilities 
(“MDPU”) authorized the issuance of the full amount 
of Eastern’s authorized stock, 100 shares of capital 
stock of the par value of $10 per share, in an order 
dated December 14, 1951. However, the final 
version of the First Plan which was approved by the 
Commission and ordered enforced by the United 
States District Court for the District of 
Massachusetts did not provide for the participation 
of Eastern in the reorganization and, consequently, 
its stock was not issued. Although Eastern never 
owned assets, it has been continued in existence by 
its board of directors for its possible value in any 
future structural changes. 


EUA recently submitted to this Commission another 
plan pursuant to Section 11(e) of the Act which the 
Commission approved on February 23, 1979 (HCAR 
No. 20931) and which became effective on July 31, 
1979 pursuant to an order of the United States 
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District Court for the District of Massachusetts 
resulting in the merger of Fall River Electric Light 
Company into Brockton Edison Company. 


By Chapter 233 of the Massachusetts Acts of 1978, 
Brockton Edison Company was authorized to change 
its name to Eastern Edison Company and did so 
effective August 1, 1979 in conjunction with the 
merger. EUA now wishes to change the name of 
Eastern in order to avoid confusion. Massachusetts 
law requires that a corporate name change be 
approved by the shareholders of the corporation; if 
there are no shareholders, then the incorporators 
have the power of the shareholders. Since Eastern 
never issued its shares, there are no shareholders to 
authorize the change and EUA states that the 
incorporators are no longer available. 


In order to effect the name change, Eastern’s board 
of directors decided to issue the company’s stock. 
Mr. Charles Jackson, Jr., a partner in the law firm of 
Gaston Snow & Ely Bartlett, counsel to EUA, agreed 
to purchase the stock to facilitate the name change. 
Eastern thereupon issued and sold the stock to Mr. 
Jackson for $1,000, which is the aggregate par value 
and price approved by the MDPU. EUA now desires 
to purchase the stock from Mr. Jackson for $1,000. 
EUA has no present plans for making Eastern active 
but would like to obtain control because of the 
special authority conferred by the 1951 Act which 
could conceivably be useful to EUA in the future. 


The record is incomplete with respect to fees and 
expenses to be incurred with the proposed 
transaction. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21514), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the Rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interests of investors and consumers that said 
application be granted: 


IT IS ORDERED, pursuant to the applicable 


provisions of the Act and Rules thereunder, that said 
application be, and it hereby is, granted effective 
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forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


IT 1S FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to fees and 
expenses to be incurred in connection with the 
proposed transaction. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 
Release No. 566/May 5, 1980 


In the Matter of 


TRAILER TRAIN COMPANY 
File No. 22-10311 


APPLICATION PURSUANT TO SECTION 
310(b)(1)(ii) 


The Securities and Exchange Commission has 
issued an Order under the Trust Indenture Act of 
1939 (the “Act”) on the application pursuant to 
Section 310(b)(1)(ii) by Trailer Train Company (the 
“Applicant”) that the trusteeships of Continental 
Illinois National Bank and Trust Company of Chicago 
(“Continental Bank”) under an existing and a 
proposed Equipment Trust Agreement (the 
“Agreements’”) is not so likely to involve a material 
conflict of interest as to make it necessary to 
disqualify Continental Bank from acting as trustee 
under one of the Agreements. 
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INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11151/May 2, 1980 


In the Matter of 


NARRAGANSETT CAPITAL CORPORATION 
40 Westminster Street 
Providence, Rhode Island 02903 


CHARTER SUPPLY CO., INC. 
and 

GARY B. JACOBSEN 

4562 Martindale Road 
Philmont, New York 12565 


(812-4351) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER PERMITTING JOINT 
TRANSACTION 


NOTICE IS HEREBY GIVEN that Narragansett Capital 


Corporation (“Narragansett”), a non-diversified, 
closed-end, management investment company 
registered under the Investment Company Act of 
1940 (“Act”) and a licensed small business 
investment company under the Small Business 
Investment Act of 1958, Charter Supply Co., Inc 
(“Charter”), a company in which Narragansett has a 
substantial financial interest, and Gary B. Jacobsen 
(“Jacobsen”), a prior employee of Narragansett 
(hereinafter Narragansett, Charter and Jacobsen are 
collectively referred to as “Applicants”), filed an 
application on August 18, 1978, and anamendment 
thereto on December 7, 1979, for an order of the 
Commission pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, permitting the joint 
investment by Narragansett and Jacobsen in 
Charter. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


According to the application,the proposed joint 
investment in Charter by Narragansett and 
Jacobsen was one part of a larger endeavor by 
Narragansett whereby Narragansett would form and 
finance separate corporations to purchase the 
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assets of six divisions of Consolidated Foods 
Corporation (“Consolidated”). Applicants state that 
in February and March of 1978, the management of 
Narragansett entered into negotiations with 
representatives of Consolidated and reached an 
agreement of principle which contemplated the sale 
of the assets of the six Consolidated divisions, 
including Charter Supply Division (“Charter 
Division”), to new corporations formed by 
Narragansett. Applicants further state that 
Narragansett envisioned that these new 
corporations would be financed through the typical 
format used by Narragansett: a bank term loan, a 
subordinated loan from Narragansett and equity 
participation shared by Narragansett and the 
management of the division being acquired. 
Applicants additionally stated, however, that under 
the terms of the agreement, Narragansett was not 
permitted to discuss such investment possibilities 
with the management employees of the several 
Consolidated divisions until binding purchase and 
sale agreements had been entered into between 
Consolidated and, in each case, a corporation 
formed by Narragansett to effect the purchase. 


Applicants state that during the period of April 
through July of 1978, the assets of the six divisions of 
Consolidated, including Charter Division, were 
acquired by corporations formed by Narragansett. 
All the divisions, except Charter Division, were 
acquired in the manner envisioned by Narragansett. 


As stated in the application, Narragansett intended 
to finance the acquisition of the Chater Division in 
the customary manner, but the transaction did not 
proceed as planned. According to the application, 
the following steps were taken to effect the 
acquisition of Charter. Following the original 
discussions with Consolidated, Narragansett 
obtained a commitment in principle from Industrial 
Capital Corporation (“ICC”), a wholly-owned 
subsidiary of Industrial National Bank of Rhode 
Island, to invest in Charter. Subsequently, on March 
14, 1978, Narragansett caused the incorporation of 
Charter under the laws of the State of Rhode Island. 
As of March 30, 1978, Charter and Consolidated 
entered into an Asset Purchase Agreement. Under 
such agreement, Charter acquired all the operating 
assets of Charter Division (accounts receivable, 
cash, other current assets, inventories and fixed 
assets) and assumed specific liabilities only 
(accounts payable, accrued expenses, some 
pension liabilities and executory liabilities under 
existing operating contracts) for a total purchase 
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price of $3,727,125; of which $3,159,000 was paid 
at the closing of the transaction on April 24, 1978, 
and the balance was paid on July 20, 1978. 


Applicants state that on March 28, 1978, 
Narragansett first approached, with Consolidated’s 
consent, the President of Charter Division, Raymond 
C. Beck (“Beck”), regarding the investment 
opportunity in Charter. Applicants further state that 
although Narragansett would not have been adverse 
to having other members of Charter Division invest, 
they felt the participation of Beck was the key to 
management equity participation. According to the 
application, management of Narragansett was 
informed by April 10, 1978, that Beck might not be 
interested in investing in Charter and on that or the 
following day held staff meetings to discuss the 
problem of Beck’s hesitancy. Applicants state that, 
by virtue of SBA regulations and Narragansett’s 
general investment policy, the Charter acquisition 
transaction could not be consummated without 
entrepreneurial investors and that none of the 
Consolidated divisions could be acquired if the 
Charter Division was not acquired. As set forth inthe 
application, Jacobsen, a Vice President of 
Narragansett, suggested at the staff meeting of April 
10 or 11 that he might become the principal voting 
shareholder and chief executive officer of Charter 
and at that meeting, Arthur D. Little (“Little”), 
President and Chief Executive Officer of 
Narragansett, agreed to consider such a proposal if 
Beck ultimately chose not to invest. Applicants state 
that when Jacobsen was originally employed by 
Narragansett on May 13, 1975, he had made it clear 
that he had an ultimate goal of becoming involved in 
the ownership and operation of an operating 
concern, but that Narragansett had made no offers 
to Jacobsen of any kind with respect to equity 
participation in any portfolio concern and that he did 
not know any of the details of the Charter business or 
the proposed transaction when he made his offer. 


According to the application, the following events 
occurred prior to the closing of the acquisition of 
Charter Division. On April 18, 1978, Beck indicated 
strongly that he would probably not participate in the 
equity ownership of Charter. Subsequently, on April 
21, 1978, Little made the decision that Jacobsen 
would be allowed to invest in Charter if Beck finally 
decided not to participate. On April 24, 1978, 
Narragansett decided that it would be willing to give 
up 35 shares, out of its planned purchase of 245 
shares in the event Jacobsen committed to 
purchase and Beck decided at some later date to 
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participate after rejecting the opportunity before 
closing on the acquisition. Jacobsen completed his 
review of the private placement memorandum 
describing the investment opportunity at or about 
this time. 


Applicants state that at the closing on the acquisition 
of the assets of Charter Division on April 24, 1978, 
Beck did not make the proposed equity investment, 
but that Jacobsen agreed to acquire 70 shares of 
Class A Voting Common Stock of Charter for $70,000 
and to become Charter’s Chief Executive Officer. 
Applicants also state that at the closing Industrial 
National Bank of Rhode Island (“In Bank”) loaned 
Charter $1,500,000 on a term loan basis, and 
Narragansett advanced Charter $1,755,000 on a 
long-term subordinated loan basis. Additionally, 
Applicants state that at closing Narragansett 
purchased 10 of the 210 shares of its equity 
commitment while ICC purchased none of its 
commitment of 23 shares of Class A Voting Common 
Stock and i2 shares of Class B Non-Voting Common 
Stock, as additional equity funds were not then 
needed, but that July 14, 1978, was set as the date 
for final closing on all the financial arrangements. 


According to the application, Jacobsen met with 
Beck on April 25, 1978, the day after closing, and 
offered him an opportunity to purchase 35 shares of 
Class A Voting Common Stock and to become an 
equity participant for $35,000. As set out in the 
application, Beck accepted the offer on April 28, 
1978, and purchased one share of Class A Stock on 
June 30, 1978. Applicants state that on July 14, 
1978, the final closing occurred, with Narragansett 
purchasing 200 shares of Class B Stock, ICC 
purchasing 23 shares of Class A Stock and 12 shares 
of Class B Stock, Beck purchasing 34 shares of Class 
A Stock, and Jacobsen depositing $70,000 into an 
escrow account for release to Charter in return for 70 
shares of Class ACommon Stock only upon entry of a 
favorable order of the Commission pursuant to this 
application. Applicants further state that on July 14, 
1978, these same persons executed a Shareholders’ 
Agreement. Applicants state that until Jacobsen 
becomes a shareholder after the entry of a favorable 
order by the Commission, he does not benefit from, 
nor is he obligated under the Shareholders’ 
Agreement which, generally, provides: (i) rights of 
first refusal in favor of shareholders and Charter in 
the event of the sale or transfer of Charter shares by a 
shareholder; (ii) an option to employee shareholders 
to sell their shares to other Charter shareholders at 
book value if their employment is terminated; (iii) an 


Volume 19, No. 20, May 20, 1980 





option to Charter to purchase, at book value, shares 
of an employee shareholder whose employment is 
terminated; (iv) special provisions for Beck to sell his 
shares to other shareholders or Charter if his 
employment is terminated; and (v) that Charter will 
have a four-man Board of Directors, one of whose 
members is to be approved by ICC. 


As stated in the application, when the assets of 
Charter Division were acquired on April 24, 1978, 
Charter’s Board of Directors and officers consisted 
of Little, Robert Manchester and William P. Lane, all 
officers of Narragansett. Applicants further state 
that on June 2, 1978, a new board was elected, 
consisting of: Harvey J. Sarles (a director of 
Narragansett); William P. Considine (a director of 
Narragansett); Beck; and Jacobsen, and the 
following new officers were elected: President and 
Chief Operating Officer, Beck; Treasurer and Chief 
Executive Officer, Jacobsen; and Secretary, 
Benjamin P. Harris, Ill. Applicants additionally state 
that Sarles receives $2,000 a year in directors’ fees; 
Beck receives an annual salary of $60,000; 
Jacobsen received an annual salary of $30,000 up 
until May 15, 1979, and now receives an annual 
salary of $45,000; Considine is not compensated; 
and Harris, a partner in the law firm which serves as 


counsel to Charter, is not compensated except tothe 
extent that he shares in legal fees billed to Charter by 
the law firm. 


Section 2(a)(3) of the Act, in pertinent part, defines 
an affiliated person of another person as any officer, 
director, partner, copartner, or employee of such 
other person. Section 17(d) of the Act and Rule 17d- 
1 thereunder, taken together, provides, in part, that it 
is unlawful for an affiliated person of a registered 
investment company, or an affiliated person of such 
person, acting as principal, to effect any transaction 
in which such investment company is a joint 
participant, without the permission of the 
Commission. Rule 17d-1 provides, in part, that in 
passing upon applications for orders granting such 
permission, the Commission will consider (i) 
whether the participation of the investment 
company in such transaction on the basis proposed 
is consistent with the provisions, policies and 
purposes of the Act, and (ii) the extent to which such 
participation is on a basis different from or less 
advantageous than that of other participants. 


Applicants acknowledge that because of Jacobsen’s 


employment with Narragansett at the time he 
committed himself to purchase Charter shares, he 
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was an affiliated person of Narragansett and, 
therefore, his participation with Narragansett in the 
financing requires Commission approval under Rule 
17d-1. Applicants state that as of April 1978, 
Jacobsen was a vice president of Narragansett, 
earning an annual salary of $35,000 and 
participating in Narragansett’s pension plan and 
medical and disability program. Applicants further 
state that on May 15, 1978, Jacobsen terminated his 
employment with Narragansett, and thus forewent 
participation in a planned management incentive 
compensation plan being instituted by Narragansett 
for the fiscal year beginning April 1, 1978, under 
which it is estimated that Jacobsen would have 
received between $10,000 and $20,000 for the first 
year if he had continued his employment. 
Additionally, Applicants state that during Jacobsen’s 
employment at Narragansett, he was granted 
qualified employee stock options for 10,000 shares 
of Narragansett Common Stock; all of such options 
were exercised by Jacobsen. Applicants further 
state that on May 16, 1978, Jacobsen became an 
employee of Charter and was compensated with an 
annual salary of $30,000, which was raised to 
$45,000 on May 15, 1979, andthe regular employee 
benefits of Charter, including group insurance, 
hospitalization plans and pension plan. As stated in 
the application, Jacobsen also entered into a 
consulting agreement with Narragansett, pursuant 
to which he received a fee of $30,000 for advising 
certain of Narragansett’s portfolio companies during 
the year ending May 15, 1979, and is expected to 
receive 15,000 for the year ending May 15, 1980. 


Applicants assert that the proposed investment by 
Narragansett and Jacobsen in Charter is consistent 
with the provisions, policies and purposes of the Act 
for the following reasons: (1) no insiders or special 
classes of security holders of Narragansett or 
Charter are being given preferential treatment by 
virtue of the proposed transactions, as all 
shareholders will own shares of Common Stock 
purchased at the same price with identical rights 
and obligations, except that Jacobsen, Beck, and, in 
part, ICC will hold voting shares; this difference, 
however, results not from the desire to give affiliates 
preferential treatment, but from restrictions 
imposed by the Internal Revenue Code of 1954 
which have impelled Narragansett not to purchase 
voting securities in all recently effected investments, 
except in those limited instances where 
management of Narragansett feels that the nature of 
the company warrants the maintenance of a voting 
position; (2) the Shareholders’ Agreement provides 
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that if Narragansett sells its Class B Non-Voting 
Common Stock to an unaffiliated party such stock 
may be converted into Class A (voting) Common 
Stock, thus giving Narragansett the equivalent of 
voting stock in terms of its value upon disposition; 
(3) Jacobsen is not being given preferential 
treatment as against Beck and ICC; he would end up 
with a majority of the voting stock only because he 
was the only individual willing to invest the 
substantial dollars needed to assume voting control; 
and (4) the proposed transactions do not involve the 
issuance of securities by Charter with inequitable 
provisions. 


Applicants further assert that Narragansett’s 
participation in the equity investment in Charter is 
on a basis identical to the participation of others, 
with one exception: the fact that Narragansett will 
not own any voting securities. As set forth above, 
Applicants state that such difference is needed for 
tax reasons and that such difference does not cause 
the participation to be on a basis less advantageous 
than that of any other participant since Narragansett 
is the largest single stockholder of Charter and will 
share in its good fortunes on a pro-rata basis with 
other shareholders. Applicants further state that, as 
a substantial lender to Charter, Narragansett 
maintains considerable protection over its 
investment through the covenants set forth in the 
investment agreement between Narragansett and 
Charter, and that Jacobsen’s participation resulted 
from arms-length negotiations between Jacobsen 
and Narragansett, with the acquiescence of ICC, and 
in no circumstances did Jacobsen use (or have the 
power to use) his position with Narragansett to place 
Narragansett in a disadvantageous position or to 
place himself in an advantageous position, as 
Jacobsen purchased into an investment opportunity 
which Narragansett was ready, willing and able to 
offer to a non-affiliate. 


As stated above, Section 17(d) of the Act and Rule 
17d-1 thereunder, prohibit an affiliated person, 
acting as principal, to effect any transaction in which 
such investment company is a joint participant, 
without the permission of the Commission. 
Applicants have stated that none of the transactions 
occurring in connection with the acquisition of the 
assets of Charter Division, other than the investment 
by Jacobsen, are subject to Section 17(d) or Rule 
17d-1. Thus, the application does not seek relief 
from such other transactions. Accordingly, an order 
granting the relief requested by Applicants shall not 
be deemed to constitute approval by the 
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Commission of such other transactions nor be 
determinative of their appropriateness. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 27, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the addresses stated above. 
Proof of such service (by affidavit or, inthe case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11152/May 2, 1980 


Admin. Proc. File Nos. 3-5431 and 3-5525 
In the Matter of 


FIRST MULTIFUND FOR DAILY INCOME, INC. 
32 East 57th Street 
New York, New York 


(812-4323) 


ORDER DENYING APPLICATION FOR EXEMPTION 
AND DISCONTINUING PROCEEDINGS 


First Multifund for Daily Income, Inc. (“FMDI”), a 
registered investment company, seeks review of 
rulings of an administrative law judge denying its 
application for an exemption from certain provisions 
of the Investment Company Act, and discontinuing 
these proceedings. FMDI sought exemptions that 
would enable it to value its assets on an amortized 
cost basis.! 


After hearings in this matter had been concluded, 


FMDI, a money market fund, sold substantially all of 
its assets to another investment company in 
exchange for the buyer's stock, distributed that 
stock to its shareholders in redemption of their 


shares, and ceased operations. The law judge, on 
motion of our Division of Investment, concluded 
that, under the circumstances, a ruling on FMDI’s 
application would serve no useful purpose, and that 
continuation of these proceedings would be 
improvident. He rejected FMDI’s contention that its 
application should be determined because it might 
benefit certain FMDI directors, who have been 
named as respondents in another Commission 
proceeding.’ We agree with the law judge that, under 
the circumstances, continuation of these 
proceedings is unwarranted, and that FMDI's 
application should be denied and these proceedings 
discontinued. 


All applications by other investment companies in 
these consolidated proceedings have been disposed 
of pursuant to offers of settlement.2 FMD! contends 
that acceptance of those offers without adjudicating 
its application is a denial of due process. This 
contention is wholly lacking in merit. Not only have 
the other funds remained in business, but their 
offers of settlement contained significant 
restrictions and conditions to which FMDI did not 
consent.’ 


Equally lacking in merit is FMDI’s argument that the 
law judge’s order should be vacated because he 
failed to rule on the constitutionality of our 
interpretive release relating to the term “current net 
asset value” of a redeemable security, as defined in 





‘These are consolidated proceedings which were 
instituted to determine applications by other 
registered investment companies, so called “money 
market” funds, seeking similar exemptions. 
Intercapital Liquid Asset Fund, Inc., et al., 
Investment Company Act Release No. 10201 (April 
12, 1978), 14 SEC Docket 750. On August 18, 1978, 
we ordered a hearing on FMDI’s_ separate 
application, and further ordered that the 
proceedings be consolidated with those involving 
the other funds. First Multifund for Daily Income, 
Inc., Investment Company Act Release No. 10366, 
15 SEC Docket 703. 


20n March 5, 1980, we instituted disciplinary 
proceedings against various FMDI directors and a 
firm which had served as FMDI’s investment adviser 
and broker. First Multifund Advisory Corp., et al., 
Administrative Proceeding File No. 3-5881. It is 
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alleged in that proceeding, inter alia, that 
respondents improperly valued securities in FMDI's 
portfolio by employing the amortized cost method of 
valuation. 


3Daily Income Fund, Inc., et al., Investment 
Company Act Release No. 10451 (October 26, 
1978), 15 SEC Docket 1423; Money Market 
Management, Inc., et al., Investment Company Act 
Release No. 10824 (August 8, 1979), 18 SEC Docket 
52. 


4FMDI also contends that we improperly granted the 
other applicants temporary exemptions, without 
granting one to FMDI. However, such exemptions 
were only granted to those applicants who agreed to 
certain conditions. Moreover, since FMD! is no 
longer in business, this issue is moot. 
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Rule 2a-4 under the Act. FMDI is no longer in 
business, and it has failed to show that adjudication 
of that issue would affect its interests. 


Accordingly, IT |S ORDERED that the application by 
First Multifund for Daily Income, Inc. for an 
exemption be, and it hereby is, denied, and that 
these proceedings be, and they hereby are, 
discontinued. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11153/May 2, 1980 


In the Matter of 


GOLDEN GATE INCOME SECURITIES, INC. 
44 Montgomery Street, 21st Floor 
San Francisco, California 94104 


(811-2427) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Golden Gate Income Securities, Inc. (“Applicant”), 
registered under the Investment Company Act of 
1940 (‘Act’) as a closed-end, diversified 
management investment company, filed an 
application on February 11, 1980, pursuant to 
Section 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an 
investment company as defined in the Act. 


On March 28, 1980, a notice (Investment Company 
Act Release No. 11109) was issued of the filing of 
said application. The notice gave interested persons 





5Investment Company Act Release No. 9786 (May 
31, 1977), 12 SEC Docket 715. We stated that, after 
November 30, 1977, we would “consider it 
inconsistent with the provisions of Rule 2a-4 for a 
money market fund to determine the fair value of 
debt securities which mature at a date more than 60 
days subsequent to the valuation date on an 
amortized cost basis.” 12 SEC Docket at 718. 
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an opportunity to request a hearing and stated that 
an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and 
the Commission has not ordered a hearing. 


The matter has been considered and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Golden Gate Income 
Securities, Inc., shall cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11154/May 5, 1980 


In the Matter of 


LIFE INSURANCE COMPANY OF NORTH AMERICA 
AND 


LIFE INSURANCE COMPANY OF NORTH AMERICA 
SEPARATE ACCOUNT A 

1600 Arch Street 

Philadelphia, PA 19101 


(812-4424) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM SECTION 27(a)(3) 
OF THE ACT AND AMENDING A PREVIOUS ORDER 
PERMITTING OFFERS OF EXCHANGE PURSUANT 
TO SECTION 11 OF THE ACT 


Life Insurance Company of North America (“LINA”), 
a stock life insurance company organized under the 
laws of the State of Pennsylvania, and Life Insurance 
Company of North America Separate Account A 
(“Separate Account”), a separate account of LINA 
registered under the Investment Company Act of 
1940 (the “Act”) as a unit investment trust, 
(hereinafter referred to as “Applicants”), filed an 
application on March 7, 1980, and an amendment 
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thereto on April 30, 1980, for an order pursuant to 
Section 6(c) exempting Applicants from the 
provisions of Section 27(a)(3) of the Act and 
amending an earlier order of the Commission dated 
May 1, 1979 (Investment Company Act Release No. 
10678). This earlier order, pursuant to Sections 
11(a) and 11(c) of the Act, permits certain offers of 
exchange within divisions of Separate Account or 
between Applicants on a basis other than net asset 
value per share at the time of transfer. 


On April 10, 1980, a notice was issued (Investment 
Company Act Release No. 11126) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the requested exemption from Section 27(a)(3) 
of the Act be, and hereby is, granted, effective 
forthwith and, pursuant to Section 11 of the Act, that 
the Commission’s order, dated May 1, 1979, 
contained in Investment Company Act Release No. 
10678 be amended to the extent requested. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTME.ST COMPANY ACT OF 1940 
Release No. 11155/May 5, 1980 


In the Matter of 

CARDINAL GOVERNMENT SECURITIES TRUST 
155 East Broad Street 

Columbus, Ohio 43215 


(812-4654) 
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NOTICE OF FILING OF AN APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Cardinal 
Government Securities Trust (“Applicant”), 
registered under the Investment Company Act of 
1940 (‘Act’) as an open-end, diversified 
management investment company, filed an 
application on April 7, 1980, requesting an order of 
the Commission to exempt Applicant from the 
provisions of Section 2(a)(41) of the Act and Rules 
2a-4 and 22c-1 thereunder to the extent necessary 
to permit the Applicant to compute its net asset 
value per share according to the amortized cost 
method of valuing portfolio securities. All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it has filed a registration 
statement on Form N-1 to register under the Act as 
an open-end, diversified investment company. 
Applicant will be a “money market” fund designed 
primarily as an investment vehicle for institutions 
and individuals with cash reserves or temporary 
cash balances with the objective of maximizing 
current income while preserving capital and 
maintaining liquidity. . 


Applicant represents that it will invest exclusively in 
various high-grade money market instruments 
maturing in one year or less, including U.S. Treasury 
bills, notes and bonds, other securities issued or 
guaranteed by the U.S. government, its agencies and 
instrumentalities and repurchase agreements 
relating to such permitted investments. 


Applicant states that the experience of money 
market funds to date indicate that two features are 
necessary in a “money market” fund: (1) certainty of 
stability of principal and (2) steady flow of 
predictable and competitive investment income. 
Applicant represents that it can provide these 
features to investors by maintaining a portfolio of 
high quality, short-term money market instruments 
valued at amortized cost. Under the amortized cost 
method of valuation, a portfolio security is valued at 
its historic cost (purchase price) and the interest to 
be earned on the security (plus any discount 
received or less any premium paid upon purchase) 
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is accrued ratably over the remaining maturity of the 
security. According to the application, by declaring 
these accruals to Applicant’s shareholders as a daily 
dividend, the value of Applicant's assets and thus, its 
net asset value per share, will generally remain 
constant. 


Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company issuing any 
redeemable security shall sell, redeem or 
repurchase any such security except at a price 
based on the current net asset value of such security 
which is next computed after receipt of a tender of 
such security for redemption or of an order to 
purchase or sell such security. Rule 2a-4 adopted 
under the Act provides, in pertinent part, that the 
“current net asset value” of a redeemable security 
issued by a registered investment company used in 
computing its price for the purpose of distribution, 
redemption and repurchase shall be an amount 
which reflects calculations made substantially in 
accordance with the provisions of that rule, with 
estimates used where necessary or appropriate. 
Rule 2a-4 further provides that portfolio securities 
for which market quotations are readily available 
shall be valued at current market value, and that 
other securities and assets shall be valued at fair 
value as determined in good faith by the board of 


directors. Section 2(a)(41) defines, in pertinent part, 
the term “value” in a similar manner. 


In Investment Company Act Release No. 9786, 
dated May 31, 1977, the Commission expressed the 
view that, among other things, (1) Rule 2a-4 under 
the Act requires that portfolio instruments of “money 
market” fund to value its portfolio instruments 
(except those having maturities of 60 days or less) 
on an amortized cost basis. 


Section 6(c) provides, in pertinent part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security or transaction or any class or classes of 
persons, securities or transactions from any 
provisions of the Act or of any rule or regulation 
under the Act, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


According to the application, Applicant’s Board has 


determined in good faith that the amortized cost 
method of valuation of portfolio instruments is 
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appropriate and preferable to the use of a market 
based valuation method and that the amortized cost 
method is in the best interests of the Applicant’s 
shareholders. The Board has further determined to 
monitor continuously valuation indicated by 
methods other than amortized cost so that any 
necessary changes in the valuation method may be 
made to assure that the valuation method being 
used is a fair approximation of fair value in view of all 
pertinent factors. 


Applicant has agreed that the following conditions 
may be imposed in any order of the Commission 
granting the exemptive relief requested: 


(1) In supervising Applicant’s operations and 
delegating special responsibilities involving 
portfolio management to Applicant's investment 
adviser, the Board undertakes—as a particular 
responsibility within the overall duty of care owed to 
its shareholders—to establish procedures 
reasonably designed, taking into account current 
market conditions and Applicant’s investment 
objectives, to stabilize Applicant’s net asset value 
per share, as computed for the purpose of 
distribution, redemption and repurchase at $1.00 
per share. 


(2) Included within the precedures to be adopted by 
the Board shall be the following: 


(a) Review by the Board, as it deems appropriate and 
at such intervals as are reasonable in light of current 
market conditions, to determine the extent of 
deviation, if any, of Applicant’s net asset value per 
share as determined by using available market 
quotations from the $1.00 amortized cost price per 
share, and maintenance of records of such review.! 


(b) In the event such deviation from the $1.00 
amortized cost price per share exceeds 1/2 of 1%, a 





1To fulfill this condition, Applicant intends to use 
actual quotations or estimates of market value 
reflecting current market conditions chosen by its 
Board in the exercise of its discretion to be 
appropriate indicators of value. In addition, the 
quotations or estimates utilized may include, inter 
alia, (1) quotations or estimates of market value for 
individual portfolio instruments, or (2) values 
obtained from yield data relating to classes of money 
market instruments published by reputable 
sources. 
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requirement that the Board will promptly consider 
what action, if any, should be initiated. 


(c) Where the Board believes the extent of any 
deviation from Applicant’s $1.00 amortized cost 
price per share may result in material dilution or 
other unfair results to investors or existing 
shareholders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the extent 
reasonably practicable such dilution or unfair 
results, which actions may include: redemption of 
shares in kind; the sale of portfolio instruments prior 
to maturity to realize capital gains or losses, or to 
shorten Applicant's average portfolio maturity; 
withholding dividends; or utilizing a net asset value 
per share as determined by using available market 
quotations. 


(3) Applicant will maintain a _ dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable net asset value per 
share; provided, however, that Applicant will not (a) 
purchase any instrument with a remaining maturity 
of greater than one year, or (b) maintain a dollar- 
weighted average portfolio maturity in excess of 120 
days.” 


(4) Applicant will record, maintain and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 


thereto) described in condition 1 above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of the 
Board’s considerations and actions taken in 
connection with the discharge of its responsibilities, 
as set forth above, to be included in the minutes of 
the Board’s meetings. The documents preserved 
pursuant to this condition shall be subject to 
inspection by the Commission in accordance with 
Section 31(b) of the Act as though such documents 
were records required to be maintained pursuant to 
rules adopted under Section 31(a) of the Act. 


(5) Applicant will limit its portfolio investments, 





In fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce its dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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including repurchase agreements, to those U.S. 
dollar-denominated instruments which the Board 
determines present minimal credit risks, and which 
are of high quality as determined by any major rating 
service or, in the case of any instrument that is not 


rated, of comparable quality as determined by the 
Board. 


(6) Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 
whether any action pursuant to condition 2(c) above 
was taken during the preceding fiscal quarter and, if 
any action was taken will describe the nature and 
circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 27, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant(s) at the address(es) stated above. 
Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11156/May 6, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6210/May 6, 1980 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11157/May 6, 1980 


In the Matter of 


SWISS BANK CORPORATION 
and 

SBC OVERSEAS FINANCE N.V. 
c/o John W. Erickson, Esq. 
White & Case 

280 Park Avenue 

New York, New York 10017 


(812-4576) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM ALL PROVISIONS 
‘ OF THE ACT 


Swiss Bank Corporation (“Swiss Bank”) and SBC 
Overseas Finance N.V. (“SBC’) (collectively 
“Applicants”) filed an application on November 28, 
1979, and amendments thereto on March 5, 1980, 
and April 2, 1980, for an order of the Commission 
pursuant to Section 6(c) of the Investment Company 
Act of 1940 (“Act”), exempting Applicants from all 
provisions of the Act. 


On April 9, 1980, a notice was issued (Investment 
Company Act Release No. 11125) of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order pursuant to Section 6(c) of the Act, disposing 
of the application, would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and on the basis of 
the representations inthe application as amended, it 
is found that the granting of the exemption is 
appropriate in the public interest and the purposes 
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fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that, subject to the condition that Applicants comply 
with their undertakings: (1) to ensure that the dealer 
will provide to each offeree who has indicated an 
interest in the notes, and prior to any sale of notes to 
such offeree, (i) a memorandum which describes 
the business of Swiss Bank and SBC, (ii) the most 
recent publicly available fiscal year-end balance 
sheet and income statement of Swiss Bank and SBC, 
which in the case of Swiss Bank shall have been 
audited by Swiss auditors, and (iii) the most recent 
publicly available unaudited quarterly financial 
statements of Swiss Bank and SBC, (2) to include in 
such memorandum a paragraph highlighting the 
material differences between Swiss accounting 
standards applicable to Swiss Banks and generally 
accepted accounting principles employed by United 
States banks, (3) that such memorandum and 
financial statements will be at 
comprehensive as those customarily used in 
commercial paper offerings in the United States and 
will be updated periodically to reflect material 
changes in Applicants’ financial status to the extent 
not previously reflected in the memorandum or 
financial statements, (4) that any future offerings of 
debt securities in the United States will be done on 
the basis of disclosure documents at least as 
comprehensive as those used in the presently 


_proposed offering, and (5) to ensure that such 


disclosure documents will be provided to each 
offeree who has indicated an interest in the 
securities then being offered, prior to any sale of 
such securities to such offerees, except that in the 
case of an offering made pursuant to a registration 
statement under the Securities Act of 1933 (“1933 
Act’), such disclosure documents will be provided to 
such persons and in such manner as may be 
required by the 1933 Act and the rules and 
regulations thereunder, the application for 
exemption from all provisions of the Act be, and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11158/May 7, 1980 


In the Matter of 


CARNEGIE LIQUID ASSETS, INC. 
831 Nationa! City Bank Building 
Cleveland, Ohio 44114 


(812-4650) 


NOTICE OF FILING OF AN APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Carnegie Liquid 
Assets, Inc. (“Applicant”), registered under the 
Investment Company Act of 1940 (“Act”) as an 
open-end, non-diversified, management investment 
company filed an application on April 4, 1980, 
requesting an order of the Commission to exempt 
Applicant from the provisions of Section 2(a)(41) of 
the Act and Rules 2a-4 and 22c-1 under the Act, to 
the extent necessary to permit Applicant to compute 
its net asset value per share according to the 
amortized cost method of valuing its portfolio 
securities. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant has filed a registration statement on Form 
N-1 to register under the Act. Applicant will be 
a “money market” fund designed primarily as an 
investment vehicle for investors with cash reserves 
or temporary cash balances with the objective of 
obtaining as high a level of current income as is 
consistent with prudent investment management, 
the preservation of capital and liquidity. 


Applicant indicates that it will invest exclusively in 
various high-grade money market instruments 
maturing in one year or less, including securities 
issued or guaranteed by the U.S. government, its 
agencies and _ instrumentalities, obligations of 
qualifying banks and savings and loans, high-grade 
commercial paper, certain corporate debt 
obligations, and instruments (including repurchase 
agreements) secured by such obligations. 


Applicant states that the experience of “money 
market” funds to date indicates that two features are 
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necessary in a “money market” fund: (1) certainty of 
Stability of principal and (2) steady flow of 
predictable and competitive investment income. 
Applicant represents that it can provide these 
features to investors by maintaining a portfolio of 
high quality, short-term money market instruments 
valued at amortized cost. Under the amortized cost 
method of valuation, a portfolio security is valued at 
its historic cost (purchase price) and the interest to 
be earned on the security (plus any discount 
received or less any premium paid upon purchase) 
is accrued ratably over the remaining maturity of the 
security. Applicant indicates that by declaring these 
accruals to its shareholders as a daily dividend, the 
value of Applicant's assets and, thus, its net asset 
value per share, will generally remain constant. 


Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company issuing any 
redeemable security shall sell, redeem, or 
repurchase any such security except at a price 
based on the current net asset value of such security 
which is next computed after receipt of a tender of 
such security for redemption or of an order to 
purchase or sell such security. Rule 2a-4 adopted 
under the act provides, in pertinent part, that the 
“current net asset value” of a redeemable security 
issued by a registered investment company used in 
computing its price for the purposes of distribution, 
redemption and repurchase shall be an amount 
which reflects calculations made substantially in 
accordance with the provisions of that rule, with 
estimates used where necessary or appropriate. 
Rule 2a-4 further provides that portfolio securities 
for which market quotations are readily available 
shall be valued at current market value, and other 
securities shall be valued at fair value as determined 
in good faith by the board of directors. Section 
2(a)(41) defines, in pertinent part, the term “value” 
in a similar manner. 


In Investment Company Act Release No. 9786, 
dated May 31, 1977, the Commission expressed the 
view that, among other things, (1) Rule 2a-4 under 
the Act requires that portfolio instruments of “money 
market” funds be valued with reference to market 
factors, and (2) if would be inconsistent with the 
provisions of Rule 2a-4 for a “money market” fund to 
value its portfolio instruments (except those having 
maturities of 60 days or less) on an amortized cost 
basis. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
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may conditionally or unconditionally exempt any 
person, security or transaction from any provision of 
the Act or of any rule or regulation under the Act, if 
and to the extent that such exemption is necessary 
or appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


According | to the application, Applicant’s Board of 
Directors has determined in good faith that “the 
amortized cost method of valuation of portfolio 
instruments is appropriate and preferable to the use 
of a market based valuation method and that the 
amortized cost method is in the best interest of the 
Applicant’s stockholders. Applicant's Board has 
further determined to monitor continuously 
valuation indicated by methods other than 
amortized cost so that any necessary changes in the 
valuation method may be made to assure that the 
valuation method being used is a fair approximation 
of fair value in view of all pertinent factors. 


Applicant has agreed that the following conditions 
may be imposed in any order of the Commission 
granting the exemptive relief requested: 


(1) In supervising Applicant's operations and 
delegating special responsibilities involving 
portfolio management to Applicant’s investment 
adviser, the Board undertakes—as a particular 
responsibility within the overall duty of care owed to 
its stockholders—to establish procedures 
reasonably designed, taking into account current 





1To fulfill this condition, Applicant intends to use 
actual quotations or estimates of market value 
reflecting current market conditions chosen by its 
Board in the exercise of its discretion to be 
appropriate indicators of value. In addition, the 
quotations or estimates utilized may include, inter 
alia, (1) quotations or estimates of market value for 
individual portfolio instruments, or (2) values 
obtained from yield data relating to classes of money 
market instruments published by reputable 
sources. 


2In fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce its dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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market conditions and Applicant's investment 
objectives, to stabilize Applicant’s net asset value 
per share, as computed for the purpose of 
distribution, redemption and repurchase at $1.00 
per share. 


(2) Included within the procedures to be adopted by 
the Board shall be the following: 


(a) Review by the Board, as it deems appropriate and 
at such intervals as are reasonable in light of current 
market conditions, to determine the extent of 
deviation, if any, of Applicant’s net asset value per 
share as determined by using available market 
quotations from the $1.00 amortized cost price per 
share, and maintenance of records of such review.! 


(b) In the event such deviation from the $1.00 
amortized cost price per share exceeds 1/2 of 1%, a 
requirement that the Board will promptly consider 
what action, if any, should be initiated. 


(c) Where the Board believes the extent of any 
deviation from Applicant's $1.00 amortized cost 
price per share may result in material dilution or 
other unfair results to investors or existing 
stockholders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the extent 
reasonably practicable such dilution or unfair 
results, which action may include: redemption of 
shares in kind; the sale of portfolio instruments prior 
to maturity to realize capital gains or losses, or to 
shorten Applicant’s average portfolio maturity, 
withholding dividends; or utilizing a net asset value 
per share as determined by using available market 
quotations. 


(3) Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable net asset value per 
share; provided, however, that Applicant will not (a) 
purchase any instrument with a remaining maturity 
of greater than one year, or (b) maintain a dollar- 
weighted average portfolio maturity in excess of 120 
days.? 


(4) Applicant will record, maintain and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in condition 1 above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of the 
Board’s considerations and actions taken in 
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connection with the discharge of its responsibilities, 
as set forth above, to be included in the minutes of 
the Board’s meetings. The documents preserved 
pursuant to this condition shall be subject to 
inspection by the Commission in accordance with 
Section 31(b) of the Act as though such documents 
were records required to be maintained pursuant to 
rules adopted under Section 31(a) of the Act. 


(5) Applicant will limit its portfolio investments, 
including repurchase agreements, to those U.S. 
dollar-denominated instruments which the Board 
determines present minimal credit risks and which 
are of high quality as determined by any major rating 
service or, in the case of any instrument that is not 
rated, of comparable quality as determined by the 
Board. 


(6) Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 
whether any action pursuant to condition 2(c) above 
was taken during the preceding fiscal quarter, and, if 
any was taken will describe the nature and 
circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 30, 1980, at 5:30 
p.m., submit to the Commissicn in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant(s) at the address(es) stated above. 
Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


Volume 19, No. 20, May 20, 1980 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11159/May 7, 1980 


In the Matter of 


WESTERN DAILY INCOME FUND, INC. 
28041 South Hawthorne Boulevard 
Suite 213 

Rancho Palos Verdes, California 90274 


(812-4639) 


NOTICE OF FILING OF AN APPLICATION 
PURSUANT TO SECTION 6(c) OF THE ACT FOR AN 
ORDER OF EXEMPTION FROM THE PROVISIONS OF 
RULES 2a-4 AND 22c-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN that Western Daily 
Income Fund, Inc. (“Applicant”), registered under 
the Investment Company Act of 1940 (“Act”) as an 
open-end, diversified management investment 
company, filed an application on March 25, 1980, 
and an amendment thereto on May 1, 1980, 
requesting an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicant from 
the provisions of Rules 2a-4 and 22c-1 under the Act 
to the extent necessary to permit Applicant to 
compute its net value per share, for purposes of 
effecting sales, redemptions and repurchases of its 
shares, to the nearest one cent on a share value of 
one dollar. Applicant represents that in all other 
respects, its portfolio securities will be valued in 
accordance with the views of the Commission set 
forth in Investment Company Act Release No. 9786 
(May 31, 1977) (“Release No. 9786”). All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant is a corporation newly organized and 
existing under the laws of the State of California. 
Applicant has filed with the Commission a 
Registration Statement on Form N-1 pursuant to 
Section 8(b) of the Act and the Securities Act of 
1933, as amended. The 1933 Act Registration 
Statement on Form N-1 has not yet been declared 
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effective. Thus, Applicant has not yet commenced a 
public distribution of its shares. 


Applicant states that it is a “money market” fund, 
desizned to act as an investment medium for 
investors having idle cash reserve assets. 
Applicant’s investment objective is to provide high 
current income to the extent consistent with liquidity 
and the preservation of principal. According to the 
application, Applicant proposes to invest exclusively 
in the following high grade money market 
instruments: (a) obligations issued or guaranteed as 
to principal or interest by the United States 
Government, or any agency, instrumentality or 
authority established, controlled or supervised by 
the United States Government pursuant to authority 
granted by Congress; (b) certificates of deposit of 
United States banks and savings and loan 
associations which, at the date of the investment 
have total assets in excess of $500,000,000; and (c) 
repurchase agreements with any member bank of 
the Federal Reserve System or primary dealer in 
United States Government securities. Applicant 
states that such investments will be limited to 
transactions with financial institutions believed by 
its investment adviser to present minimal credit 
risks. 


Applicant further states that it’s investment adviser 
will be Western Capital Management Co., Inc. 
(“Western Capital”), a California corporation wholly- 
owned by Messrs. John J. Chavanne, Chairman of 
the Board and Secretary of Applicant, and James E. 
McMurray, Jr., President, Treasurer and a Director of 
Applicant. Western Capital filed an Application for 
Registration on Form ADV under the Investment 
Advisers Act of 1940 with the Commission on March 
14, 1980, which application is presently pending 
before the Commission. 


According to the application, Applicant proposes to 


value each of its portfolio securities having 
remaining maturities in excess of 60 days by 
utilizing the mark-to-market method of valuation. 
Under this method of valuation portfolio securities 
for which a market quotation is readily available will 
be valued at the mean between the most recent bid 
and asked prices. Those securities for which market 
quotations are not readily available will be valued at 
their fair value as determined in good faith by or 
under the direction of the Board of Directors of 
Applicant. Securities with a remaining maturity of 60 
days or less will be valued on an amortized cost 
basis, that is, the securities will initially be valued at 
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cost on the date purchased (or, in the case of 
securities purchased with more than 60 days 
remaining to maturity, the market value on the 61st 
day prior to maturity), thereafter, Applicant will 
assume a constant proportionate amortization in 
value until maturity of any discount or premium, 
regardless of the impact of fluctuating interest rates 
on the market value of the securities. 


Applicant further proposes to effect sales, 
redemptions and repurchases of its shares at prices 
calculated to the nearest one cent on a share net 
asset value of $1.00. Applicant will determine its net 
asset value per share for purposes of effecting sales, 
redemptions and repurchases of its shares as of the 
close of trading on each day the New York Stock 
Exchange is open for trading, or at such other times, 
not inconsistent with the requirements of the Act 
and the Commission’s Rules and Regulations 
thereunder, as its Board of Directors shall prescribe. 


Rule 22c-1 under the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof issuing any redeemable security 
shall sell, redeem, or repurchase any such security 
except at a price based onthe current net asset value 
of such security which is next computed after receipt 
of a tender of such security for redemption or of an 
order to purchase or sell such security. Rule 2a-4 
under the Act provides, as here relevant, that 
“current net asset value” of a redeemable security 
issued by a registered investment company used in 
computing its price for purposes of distribution, 
redemption and repurchase shall be determined 
with reference to (1) current market value for 
portfolio securities with respect to which market 
quotations are readily available and (2) for other 
securities and assets, fair value as determined in 
good faith by the board of directors of the registered 
company. 


In Release No. 9786 the Commission issued an 
interpretation of Rule 2a-4 expressing its view that 
(1) it is inconsistent with the provisions of Rule 2a-4 
for money market funds to value their assets on an 
amortized cost basis except with respect to portfolio 
securities with remaining maturities of 60 days or 
less and provided that such valuation method is 
determined to be appropriate by each respective 
fund’s board of directors, and (2) it is inconsistent 
with the provisions of Rule 2a-4 for money market 
funds to “round off” calculations of their net asset 
value per share to the nearest one cent on a share 
value of $1.00, because such a calculation might 
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have the effect of masking the impact of changing 
values of portfolio securities and therefore might not 
“reflect” such funds’ proper portfolio valuation as 
required by Rule 2a-4. On the basis of the foregoing, 
Applicant requests an exemption, from the 
provisions of Rules 2a-4 and 22c-1 under the Act, to 
permit its net asset value to be determined in the 
manner set forth above. 


Section 6(c) of the Act provides, in part, that the 
Commission may, by order upon application, 
conditionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities or transactions, from any 
provision or provisions of the Act or any rule or 
regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


In support of the relief requested, Applicant 
represents that it believes potential investors in its 
shares are not concerned with the theoretical 
differences which might occur between the yield 
achieved through “market” pricing and the yield 
computed by using the “penny rounding” valuation 
method described above. Applicant further believes 
that such potential investors are vitally concerned 
with the net asset value of their shares remaining 
stable and with the daily net income declared on 
their investment not exhibiting the volatility which 
can often occur when changes in market prices 
cause changes in yield on a daily or weekly basis. 
Applicant contends that such investors might forgo 
investing in a money market fund which did not 
alleviate these concerns. In addition, Applicant 
submits that granting the relief requested would not 
only provide its shareholders with the convenience 
of being able to determine the value of their holdings 
merely by knowing the number of Applicant’s shares 
they own, but would also make the task of 
maintaining an investment record easier. 


Applicant further states that it believes that 
computing its net asset value per share to the 
nearest one cent on a share value of $1.00 will allow 
Applicant to maintain a constant net asset value per 
share under usual or ordinary circumstances. 
According to application, such method of 
calculation would enable Applicant to better serve 
the needs of its shareholders, given its use of the 
mark-to-market method, as opposed to the 
amortized cost method, of valuing its portfolio 
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instruments having remaining maturities in excess 
of 60 days. Applicant further represents that its 
Board of Directors has determined in good faith that 
this method of calculating its net asset value per 
share under such circumstances is appropriate and 
in the best interest of Applicant’s future 


shareholders. Applicant states that its Board of 
Directors, in making that determination specifically 
considered the credit control regulations recently 
adopted by the Board of Governors of the Federal 
Reserve System which impose a 15 percent reserve 
requirement on certain investment companies, 
including “money market” funds such as Applicant. 


Applicant further states that its request for 
exemption is based upon its existing management 
policies and has agreed that the following conditions 
may be imposed in any order granting the requested 
exemptions. 


1. That Applicant’s Board of Directors, in supervising 
operations and delegating special responsibilities 
involving Applicant’s portfolio management to 
Applicant’s investment adviser, undertake—as a 
particular responsibility within their overall duty of 
care owed to Applicant's shareholders—to assure to 
the extent reasonably practicable, taking into 
account current market conditions affecting 
Applicant's investment objective, that the price per 
share of Applicant’s shares as computed for 
purposes of effecting sales, redemptions and 
repurchases, rounded to the nearest one cent, will 
not deviate from $1.00.! 


2. That Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable price per share, 
and that Applicant will neither (a) purchase an 
instrument with a remaining maturity of greater than 
one year, nor (b) maintain a dollar-weighted average 
portfolio maturity in excess of 120 days. 





1Applicant believes that its Board of Directors can 
fully carry out this undertaking by (a) requiring 
Applicant’s investment adviser to adopt policies 
calculated to prevent such price, as so rounded, 
from deviating from $1.00 except under unusual or 
extraordinary circumstances, and (b) periodically 
reviewing the investment adviser’s management of 
Applicant in accordance with such policies at 
regularly scheduled meetings of Applicant's Board 
of Directors. 
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3. That Applicant’s purchases of portfolio 
instruments, including repurchase agreements, will 
be limited to those United States dollar denominated 
instruments which the Board determines present 
minimal credit risks, and which are of high quality as 
determined by any major rating service or, in the 
case of any instrument that is not so rated, of 
comparable quality as determined by the Board. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 30, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein promulgated under the Act, an order 
disposing of the application herein will be issued as 
of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11160/May 7, 1980 


In the Matter of 
THE CHASE FUND OF BOSTON 


535 Boylston Street 
Boston, Massachusetts 02116 
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(812-4649) 


NOTICE OF FILING OF AN APPLICATION 
PURSUANT TO SECTION 6(c) OF THE ACT FOR AN 
ORDER OF EXEMPTION FROM THE PROVISIONS OF 
SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that The Chase Fund of 
Boston (‘‘Applicant’), registered under the 
Investment Company Act of 1940 (“Act”) as an 
open-end, diversified, management investment 
company, filed an application on April 4, 1980, and 
an amendmentthereto on April 29, 1980, requesting 
an order of the Commission, pursuant to Section 
6(c) of the Act, exempting the proposed money- 
market series of the Applicant, Phoenix-Chase 
Money Market Fund Series (the “Series”) from the 
provisions of Section 2(a)(41) of the Act and Rules 
2a-4 and 22c-1 thereunder, to the extent necessary 
to permit the Series to value its portfolio securities 
using the amortized cost method of valuation. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


The Applicant states that it was organized as a 
Massachusetts business trust on April 7, 1958. The 
Applicant further states that its investment adviser is 
Phoenix Investment Counsel of Boston, Inc. and that 
all of the outstanding stock of the adviser is owned by 
Phoenix Equity Planning Corporation, the national 
distributor for the Applicant and a wholly-owned 
subsidiary of Phoenix Mutual Life Insurance 
Company. 


Applicant states that on December 20, 1979, a plan 
of recapitalization was approved by its Trustees and 
that this plan of recapitalization is expected to be 
submitted to the Fund’s shareholders for approval in 
June, 1980. 


Applicant states that under the terms of the 
proposed plan of recapitalization, its name would be 
changed to Phoenix-Chase Series Fund and that its 
shares of beneficial ownership would be divided into 
several series of shares. Applicant further states that 
the Series would have as its investment objective 
that of seeking as high a level of currentincomeas is 
consistent with the preservation of capital and the 
maintenance of liquidity by investing in money 
market instrumenis having a maturity date of 
generally less than one year. Applicant also states 
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that it is expected that Phoenix Mutual Life 
Insurance Company will make an initial investment 
of $3,000,000 to $5,000,000 in shares of the Series. 


According to the application, Applicant will declare 
and pay its net income as a dividend to its 
shareholders on a daily basis. Applicant presently 
defines “net income” for this purpose to consist of (i) 
all accrued interest income and discounts earned on 
its portfolio assets, (ii) minus amortized premiums, 
(iii) plus or minus all realized gains or losses on the 
portfolio assets and (iv) less all expenses of the 
Series. Applicant states that, as a result of these 
policies, a sudden rise in interest rates or other 
factors could cause the Series’ net income to be a 
negative amount, in which case Applicant would 
offset dividends accrued during the month for 
shareholders accounts by such negative amount. 
Applicant further states that in the event such 
negative amount exceeded accrued dividends the 
Applicant would reduce the number of its 
outstanding shares in order to maintain a constant 
net asset value of $1.00 per share. 


As here pertinent, Section 2(a)(41) of the Act defines 
value to mean: (1) with respect to securities for 
which market quotations are readily available, the 
market value of such securities, and (ii) with respect 
to other securities and assets, fair value as 
determined in good faith by the board of directors. 
Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company or principal 
underwriter therefor issuing any redeemable 
security shall sell, redeem or repurchase any such 
security except at a price based on the current net 
asset value of such security which is next computed 
after receipt of a tender of such security for 
redemption or of an order to purchase or sell such 
security. Rule 2a-4 adopted under the Act provides, 
as here relevant, that the “current net asset value” of 
a redeemable security issued by a registered 
investment company used in computing its price for 
the purpose of distribution, redemption and 
repurchase shall be an amount which reflects 
calculations made substantially in accordance with 
the provisions of that rule, with estimates used 
where necessary or appropriate. Rule 2a-4 further 
states that portfolio securities with respect to which 
market quotations are readily available shall be 
valued at current market value, and that other 
securities and assets shall be valued at fair value as 
determined in good faith by the board of directors of 
the registered company. Prior to the filing of the 
application, the Commission expressed its view that, 
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among other things, (1) Rule 2a-4 under the Act 
requires that portfolio instruments of “money 
market” funds be valued with reference to market 
factors, and (2) it would be inconsistent, generally, 
with the provisions of Rule 2a-4 for a “money 
market” fund to value its portfolio instruments onan 
amortized cost basis (Investment Company Act 
Release No. 9786, May 31, 1977). In view of the 
foregoing, Applicant requests exemptions from the 
provisions of Section 2(a)(41) of the Act, and Rules 
2a-4 and 22c-1 thereunder, to the extent necessary 
to permit Applicant to value its portfolio securities by 
means of the amortized cost method of valuation 
(i.e., valuing securities at cost, adjusted for 
amortization of premium or accretion of discount). 


Section 6(c) of the Act provides, in part, that the 
Commission may, by order upon application, 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions, from any 
provision or provisions of the Act or of the rules 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


In support of the relief requested, Applicant states 
that in order for the Series to be competitive with 
other “money market funds,” it is essential for the 
Series to maintain a constant net asset value per 
share. Applicant further states that maintenance of a 
constant net asset value per share will afford 
investors in the Series the convenience of being able 
to determine the value of their share holdings in the 
Series simply by knowing the number of shares 
which they own. In addition, Applicant states that 
amortized cost valuation, absent unusual 
circumstances, represents the fair value of the 
Series’ portfolio securities and reduces the 
possibility of forced redemptions triggered 
automatically by minor fluctuations in the net asset 
value of the portfolio securities of the Series causing 
the realization of negative income. Finally, the 
application states that Applicant’s Trustees after 
giving consideration to the special reserve 
requirements adopted by the Board of Governors for 
the Federal Reserve System as to what effect those 
requirements would have on the Series or its 
valuation procedure, have concluded that it would 
be in the best interests of the shareholders of the 
Series to value its portfolio securities using the 
amortized cost method of valuation. 
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Applicant consents to the following conditions being 
contained in any order of the Commission granting 
the exemptive relief requested: 


(1) In supervising the Series’ operations and 
delegating special responsibilities involving 
portfolio management to Applicant’s investment 
adviser, Applicant's Board of Trustees undertakes— 
as a particular responsibility within the overall duty 
of care owed to its shareholders to establish 
procedures reasonably designed, taking into 
account current market conditions and the Series’ 
investment objective, to stabilize the Series’ net 
asset value per share, as computed for the purpose 
of distribution, redemption and repurchase at $1.00 
per share. 


(2) Included within the procedures to be adopted by 
the Board of Trustees shall be the following: 


(a) Review by the Board of Trustees, as it deems 
appropriate and at such intervals as are reasonable 
in light of current market conditions, to determine 
the extent of deviation, if any, of the net asset value 
per share as determined by using available market 
quotations from the Series’ $1.00 amortized cost 
price per share, and maintenance of records of such 
review.! 


(b) Inthe event such deviation from the Series’ $1.00 
amortized cost price per share exceeds 1/2 of 1%, a 
requirement that the Board of Trustees will promptly 
consider what action, if any, should be initiated. 





‘Applicant states that to fulfill this condition, the 
Series intends to use actual quotations or estimates 
of market value reflecting current market conditions 
chosen by the Board of Trustees in the exercise of its 
discretion to be appropriate indicators of value. In 
addition, Applicant states that the quotations or 
estimates utilized may include, inter alia, (1) 
quotations or estimates of market value for 
individual portfolio instruments, or (2) values 
obtained from yield data relating to classes of money 
market instruments published by reputable 
sources. 


*In fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar-weighted 
average portfolio maturity in excess of 120 days, the 
Series will invest its available cash in such a manner 
as to reduce its dollar-weighted average portfolio 
maturity to 120 days or less as soon as reasonably 
practicable. 
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(c) Where the Board of Trustees believes the extent 
of any deviation from the Series’ $1.00 amortized 
cost price per share may result in material dilution or 
other unfair results to investors or existing 
shareholders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the extent 
reasonably practicable such dilution or unfair 
results, which action may include: redemption of 
shares in kind; the sale of portfolio instruments prior 
to maturity to realize capital gains or losses, or to 
shorten the Series’ average portfolio maturity; 
withholding dividends; or utilizing a net asset value 
per share as determined by using available market 
quotations. 


(3) The Series will maintain a dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable net asset value per 
share; provided, however, that the Series will not (a) 
purchase any instrument with a remaining maturity 
of greater than one year, or (b) maintain a dollar- 
weighted average portfolio maturity in excess of 120 
days.’ 


(4) Applicant will record, maintain and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in condition 1 above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of the 
Board of Trustees’ considerations and actions taken 
in connection with the discharge of its 
responsibilities, as set forth above, to be included in 
the minutes of the Board of Trustees’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act as though 
such documents were records required to be 
maintained pursuant to rules adopted under Section 
31(a) of the Act. 


(5) The Series will limit its portfolio investments, 
including repurchase agreements, to those U.S. 
dollar-denominated instruments which the Board of 
Trustees determines present minimal credit risks, 
and which are of high quality as determined by any 
major rating service or, inthe case of any instrument 
that is not rated, of comparable quality as 
determined by the Board of Trustees. 


(6) Applicant will include in each quarterly report, as 


an attachment to Form N-1Q, a statement as to 
whether any action pursuant to condition 2(c) was 
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taken during the preceding fiscal quarter, and, if any 
action was taken, will describe the nature and 
circumstances of such action. 


Applicant represents that its Trustees have 
determined in good faith that in light of the 
characteristics of the Series as described above and, 
subject to compliance with the above conditions, 
absent usual or extraordinary circumstances, the 
amortized cost method of valuing portfolio securities 
is appropriate and reflects fair value of such 
securities. Applicant further represents that the 
granting of the requested exemption is appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 2, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11161/May 7, 1980 


In the Matter of 


AMERICAN MUSIC STORES, INC. 
P.O. Box 126 
Bloomfield Hills, Michigan 48013 


and 


NATIONAL BANK OF DETROIT 

as Co-Executor of the Will of 
Jack J. Wainger, Deceased 

Trust Division 

Box 222A 

Detroit, Michigan 48232 


(812-4541) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that American Music 
Stores, Inc. (“Company”), registered under the 
Investment Company Act of 1940 (“Act”) as a non- 
diversified, closed-end, management investment 
company, and National Bank of Detroit (“Bank”) as 
Co-Executor of the Will of Jack J. Wainger, Deceased, 
filed an application on September 24, 1979, and an 
amendment thereto on February 21, 1980, for an 
order of the Commission pursuant to Section 17(b) 
of the Act exempting from the provisions of Section 
17(a) of the Act the proposed sale of a promissory 
note by the Company to Ruth Wainger and the Bank, 
as Co-Executors of the Will of Jack J. Wainger, 
Deceased (“Estate”). All interested persons are 
referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


As stated in the application, on August 1, 1973, 
Andrews Music Company (“Andrews”), a wholly- 
owned subsidiary of the Company, purchased the 
assets of Stephenson Music Company and issued a 
promissory note (“Andrews Note”), guaranteed by 
the Company, in the principal amount of $80,000 as 
a part of the purchase payment. Applicants state 
that the Stephenson Music Company assigned the 
Andrews Note to Charles A. Stephenson, Jr., and that 
upon his death on May 13, 1976, the Wachovia Bank 
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& Trust Company, N.A. (“Wachovia”) was appointed 
administrator of his estate. 


Applicants state that pursuant to a purchase 
agreement dated December 17, 1975, the Company 
sold on June 8, 1976, substantially all of its assets to 
GBI, Inc. (which subsequently changed its name to 
Grinnell Brothers, Inc. [“Grinnell”)). 


Applicants also state that under the terms of the 
purchase agreement, Grinnell assumed and agreed 
to pay all of the debts and obligations of the 
Company, which included the Andrews Note; 
however, notwithstanding the assumption by 
Grinnell of the Company's liabilities, the Company 
remained contingently liable on the Andrews Note 
because it was not released from its obligations 
under the guarantee. 


According to the application, a lawsuit entitled Galdi 
v. Wainger was commenced in August 1976, against 
the Company and certain individual defendants by 
certain stockholders of the Company alleging 
violations of the Securities Exchange Act of 1934 
(“1934 Act”), the Act and the rules and regulations 
thereunder, as well as breaches of common law 
fiduciary trust owed to the Company. The suit, 
according to Applicants, sought to compel the 
Company to adopt a plan of liquidation, among other 
things. Applicants state that a second lawsuit 
against the Company was filed on June 6, 1977, by 
Grinnell, who soon thereafter came under the 
jurisdiction of the Bankruptcy Court, alleging certain 
violations of the Securities Act of 1933, the 1934 Act, 
the Michigan Uniform Securities Act, the Uniform 
Commercial Code and common law, arising out of 
the sale of the Company’s assets to Grinnell. 


Applicants state that as a part of the settlement of 
the Galdiv. Wainger lawsuit, the Board of Directors of 
the Company adopted a Plan of Liquidation (“Plan”) 
in December 1977, pursuant to which the first 
liquidating distribution of $10.95 per share was 
made to each stockholder that year. Applicants also 
state that on June 22, 1978, the Grinnell lawsuit was 
settled. Applicants state that in conformance with 
the settlement agreement, Grinnell paid to Wachovia 
$11,640, representing the amount in default plus 
interest on the Andrews Note, and issued a 
promissory note (“Grinnell Note”) to Wachovia inthe 
amount of $44,000, representing the amount then 
outstanding on the Andrews Note, with the following 
features: the note was dated June 7, 1978, payable 
at the rate of $4,000 semi-annually and the last 
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payment was due in 1984, with interest at 7% per 
annum on the unpaid balance. Notwithstanding the 
issuance of the Grinnell Note, Applicants state that 
the Andrews Note was not cancelled or paid, and the 
Company remained contingently liable for the 
amount owed Wachovia. 


As indicated in the application, the Company 
purchased the Grinnell Note on June 22, 1978, from 
Wachovia for the discounted price of $38,000. The 
application states that the Grinnell Note was 
purchased in order to facilitate the settlement of the 
Grinnell lawsuit and to eliminate the Company's 
contingent liability to Wachovia. Since purchasing 
the Grinnell Note, the Company has received 
payments from Grinnell totaling $16,000, according 
to the application. 


According to the application, subsequent to the 
settlement of the lawsuits the Company took the 
following steps to effect liquidation according to the 
Plan. (1) On November 28, 1978, the stockholders of 
the Company met at a special meeting and approved 
the dissolution of the Company. (2) On December 
11, 1978, a Certificate of Dissolution of the Company 
was filed with the State of Delaware; thereafter, a 
liquidating trust, consisting of all the undistributed 
assets of the Company, was formed and a trustee 
appointed. Applicants state that as of December 18, 
1978, there were approximately $435,000 in net 
assets in the liquidating trust and approximately 520 
holders of record of the Company’s stock. (3) On 
November 21, 1979, the Company informed its 
stockholders, with the advice of independent 
accountants, and after setting aside such amounts 
necessary for the payment of unascertained or 
contingent liabilities, that the trustee had arranged 
to make the final liquidating distribution. Applicants 
state that in connection with this announcement the 
Estate consented to the deferral of $24,500 of the 
final liquidating dividend due the Estate upon the 
understanding that upon approval of this application 
and receipt by the trustee of the purchase price of 
the Grinnell Note, the trustee will pay the deferred 
portion of the final liquidating dividend due the 
Estate. Applicants further state that as of January 11, 
1980, there were approximately $159,500 in assets 
(including cash, investments and the Grinnell Note) 
and $152,500 in liabilities (including, among other 
payables, distributions still to be made from the first 
and the final liquidating distributions) in the 
liquidating trust, the net assets of the trust having 
been reduced from the December 1978 figure by 
expenditures on, among other things, final 
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liquidating distributions, disbursing agent fees, and 
mailing and printing costs. 


Applicants have requested an order pursuant to 
Section 17(b) of the Act to permit the Company to 
sell the Grinnell Note to the Estate. Applicants state 
that in order to allow the trustee to pay the deferred 
portion of the final liquidation dividend due the 
Estate as soon as possible and to avoid incurring the 
cost of maintaining the liquidating trust until the last 
payment is received on the Grinnell Note in 1984, 
the Estate has offered to purchase the Grinnell Note 
for $24,500, which is $2,500 more than the 
difference between the $38,000 price paid by the 
Company for the Grinnell Note and the $16,000 
received to date as payments from Grinnell on the 
note. Applicants also state that the Board of 
Directors of the Company approved a resolution 
authorizing the proposed sale of the Grinnell Note for 
$24,500, determining that the proposed transaction 
was fair and in the interest of the Company. 


Section 2(a)(3) of the Act includes within the 
definition of “affiliated person” of another person 
any person directly or indirectly owning, controlling, 
or holding with power to vote, 5 per centum or more 
of the outstanding voting securities of such other 
person. 


Applicants state that Ruth Wainger owns 136,750 
shares or 27.9% of the Company’s outstanding 
common stock and that the Estate, for which she 
serves as co-executor along with the Bank, owns 
110,056 shares or 22.7% of the Company’s 
outstanding common stock, and acknowledge that 
the Estate, by virtue of its stock ownership of the 
Company, is an affiliated person of the Company. 


Section 17(a) of the Act provides, in pertinent part, 
that it is unlawful for any affiliated person of a 
registered investment company or any affiliated 


person of such person, acting as_ principal, 
knowingly to purchase from such _ registered 
investment company any security or other property 
except securities of which the seller is the issuer. 
‘ Section 17(b) of the Act generally provides that, 
upon application, the Commission shall exempt a 
proposed transaction from the provisions of Section 
17(a) if evidence establishes that the terms of the 
proposed transaction, including the consideration to 
be paid or received, are reasonable and fair and do 
not involve overreaching on the part of any person 
concerned and that the proposed transaction is 
consistent with the policy of the registered 
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investment company concerned and with the 
general purposes of the Act. 


Applicants submit that an order of exemption 
pursuant to Section 17(b) is appropriate for the 
reasons which follow. (1) The Company in its 
registration statement of October 28, 1976, clearly 
set forth its intention to propose a plan of liquidation 
and the stockholders approved the dissolution of the 
Company ata special meeting held on November 28, 
1978. Therefore, it is consistent with the policy of the 
Company to sell the Grinnell Note for cash, which 
would then be available for distribution as the final 
liquidating dividend due the Estate. (2) The terms of 
the proposed transactions, including the 
consideration to be paid or received are reasonable 
and fair and do not involve overreaching on the part 
of any person concerned. The sale of the Grinnell 
Note to the Estate for $24,500 will, when added to 
the $16,000 in payments previously received by the 
Company from Grinnell, result in a return of $2,500 
more than the $38,000 purchase price paid by the 
Company. (3) The purchase of the Grinnell Note by 
the Estate is consistent with the general purposes 
and policy of the Act for, if the Company is not 
permitted to make the proposed sale, the Estate will 
have to wait until 1984 to receive the deferred 
portion of the final liquidating dividend and the 
Company will not be able to finish winding up its 
affairs until 1984, and thus, will absorb the costs 
associated with continued existence. These costs 
would include accounting and audit fees, legal fees, 
trustee services, fidelity bond premium 
(approximately $840) and directors fees ($100 per 
director for a total of $500 for each time the directors 
meet). 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 2, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the addresses stated above. 
Proof of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
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under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11162/May 7, 1980 


In the Matter of 


EDWARD D. JONES & CO. DAILY PASSPORT 
CASH TRUST 

421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 


(812-4599) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Edward D. Jones & 
Co. Daily Passport Cash Trust (“Applicant”), 
registered under the Investment Company Act of 
1940 (“Act”) as an open-end, diversified, 
management investment company, filed an 
application on January 24, 1980, and an 
amendment thereto on April 4, 1980, requesting an 
order pursuant to Section 6(c) of the Act, exempting 
Applicant from the provisions of Section 2(a)(41) of 
the Act and Rules 2a-4 and 22c-1 thereunder, to the 
extent necessary to permit Applicant’s assets to be 
valued at amortized cost. All interested persons are 
referred to the application on file with the 
Commission for statements of the representations 
contained therein, which are summarized below. 


Applicant states that it is a “money market” fund 
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organized as a Massachusetts business trust and 
that Daily Cash Research Corp. (“Daily Cash”), 
serves as its investment adviser. According to the 
application, Federated Investors, Inc., owns all ofthe 
outstanding voting stock and one-half of the non- 
voting stock of Daily Cash. Edward D. Jones & Co., 
distributor of shares of Applicant, owns the 
remainder of Daily Cash’s non-voting stock. 
Applicant further states that it is designed as an 
investment vehicle for investors with temporary 
casn balances or cash reserves seeking current 
income consistent with stability of principal, and 
that its portfolio may be invested in money market 
instruments that mature in one year or less. 


As here pertinent, Section 2(a)(41) of the Act defines 
value to mean: (1) with respect to securities for 
which market quotations are readily available, the 
market value of such securities, and (2) with respect 
to other securities and assets, fair value as 
determined in good faith by the board of directors. 
Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company or principal 
underwriter therefor issuing any redeemable 
security shall sell, redeem or repurchase any such 
security except at a price based on the current net 
asset value of such security which is next computed 
after receipt of a tender of such security for 
redemption or of an order to purchase or to sell such 
security. Rule 2a-4 adopted under the Act provides, 
as here relevant, that the “current net asset value” of 
a redeemable security issued by a registered 
investment company used in computing its price for 
the purposes of distribution and redemption shall be 
an amount which reflects calculations made 
substantially in accordance with the provisions of 
that rule, with estimates used where necessary or 
appropriate. Rule 2a-4 further states that portfolio 
securities with respect to which market quotations 
are readily available shall be valued at current 
market value, and that other securities and assets 
shall be valued at fair value as determined in good 
faith by the board of directors of the registered 
company. Prior to the filing of the application, the 
Commission expressed its view that, among other 
things: (1) Rule 2a-4 under the Act requires that 
portfolio instruments of “money market” funds be 
valued with reference to market factors, and (2) it 
would be inconsistent, generally, with the provisions 
of Rule 2a-4 for a “money market” fund to value its 
portfolio instruments on an amortized cost basis 
(Investment Company Act Release No. 9786, May 
31,3977). 
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Applicant states that experience indicates that two 
features are necessary in a “money market” fund: 
(1) certainty of stability of principal and (2) steady 
flow of predictable and competitive investment 
income. Applicant asserts that by maintaining a 
portfolio of high quality, short-term money market 
instruments valued at amortized cost it can provide 
these features to investors. Applicant represents 
that its trustees (“Management”) have properly 
determined in good faith under the provisions of the 
Act to value its portfolio by use of the amortized cost 
method and that this method is in the best interest of 
its shareholders. According to the application, 
experience has shown that, given the unique nature 
of Applicant’s policies and operations, there should 
be a negligible discrepancy between prices obtained 
by the amortized cost method and those obtained by 
a market valuation method. Applicant further 
represents that: (1) its Management has determined 
in good faith, in light of the characteristics of 
Applicant, that the amortized cost method of 
valuation of portfolio instruments is appropriate and 
preferable to the use of a market based valuation 
method, and (2) its Management has further 
determined to monitor continuously valuations by 
methods other than amortized cost so that any 
necessary changes in the valuation method may be 


made to assure that the valuation method being 
used is a fair approximation of fair value in view of all 
pertinent factors. Accordingly, Applicant requests 
exemptions from Section 2(a)(41) of the Act and 
Rules 2a-4 and 22c-1 thereunder, to the extent 
necessary to permit its assets to be valued on an 
amortized cost basis. 


Section 6(c) of the Act provides, in part, that upon 
application the Commission may conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act or of the rules thereunder, if and 
to the extent that such exemption is necessary or 
appropriate in the public interest and consistent 
with protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Applicant submits that the exemption it requests 
satisfied these standards in view of its management 
policies and the conditions hereinafter set forth. 


Applicant consents to the imposition of the following 
conditions in an order granting the relief it requests: 


1. In supervising Applicant’s operations and 
delegating special responsibilities involving 
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portfolio management to Applicant's investment 
adviser, Management undertakes—as a particular 
responsibility within the overall duty of care owed to 
its shareholders—to establish procedures 
reasonably designed, taking into account current 
market conditions and Applicant’s investment 
objectives, to stabilize Applicant’s net asset value 
per share, as computed for the purpose of 
distribution, redemption and repurchase, at $1.00 
per share. 


2. Included within the procedures to be adopted by 
Management shall be the following: 


(a) Review by Management, as it deems appropriate 
and at such intervals as are reasonable in light of 
current market conditions, to determine the extent 
of deviation, if any, of the net asset value per share as 
determined by using available market quotations 
from Applicant’s $1.00 amortized cost price per 
share, and the maintenance of records of such 
review. 


(b) In the event such deviation from Applicant's 
$1.00 amortized cost price per share exceeds 1/2 of 
1 percent, a requirement that Management will 
promptly consider what action, if any, should be 
initiated by Management. 


(c) Where Management believes the extent of any 
deviation from Appliant’s $1.00 amortized cost price 
per share may result in material dilution or other 
unfair results to investors or existing shareholders, it 
shall take such action as it deems appropriate to 
eliminate or to reduce to the extent reasonably 
practicable such dilution or unfair results, which 
may include: redemption of shares in kind; selling 
portfolio instruments prior to maturity to realize 
capital gains or losses, or to shorten the average 
maturity of portfolio instruments of Applicant; 
withholding dividends; or utilizing a net asset value 
per share as determined by using market 
quotations. 





1To fulfill this condition, Applicant intends to use 
actual quotations or estimates of market value 
reflecting current market conditions chosen by 
Management in the exercise of its discretion to be 
appropriate indicators of value which may include, 
inter alia, (1) quotations or estimates of market value 
for individual portfolio instruments, or (2) values 
obtained from yield data relating to classes of money 
market instruments published by reputable 
sources. 
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3. Applicant will maintain a dollar-weighted average 
portfolio maturity appropriate to its objective of 
maintaining a stable net asset value per share; 
provided, however, that it will not (a) purchase any 
instrument with a remaining maturity of greater than 
one year, or (b) maintain a dollar-weighted average 
portfolio maturity which exceeds 120 days. In 
fulfilling this condition, if the disposition of a 
portfolio security results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce the dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 1 above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record ot 
Management's considerations and actions taken in 
connection with the discharge of its responsibilities, 
as set forth above, to be included in the minutes of 
Management’s meetings. The documents preserved 
pursuant to this condition shall be subject to 
inspection by the Commission in accordance with 
Section 31(b) of the Act, as if such documents were 
records required to be maintained pursuant to rules 
adopted under Section 31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar denominated instruments which 
Management determines present minimal credit 
risks, and which are of “high quality” as determined 
by any major rating service or, in the case of any 
instrument that is not rated, of comparable quality 
as determined by Management. 


6. Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 
whether any action pursuant to paragraph 2(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 2, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
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proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11163/May 8, 1980 


In the Matter of 


DEVONSHIRE STREET FUND, INC. 
1 Winthrop Square 
Boston, Massachusetts 02110 


(811-999) 


ORDER PURSUANT TO SECTION 8(f) OF THE 
INVESTMENT COMPANY ACT OF 1940 DECLARING 
THAT APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On April 11, 1980, a notice was issued (Investment 
Company Act Release No. 11127) stating that 
Devonshire Street Fund, Inc. (“Applicant”), 
registered under the Investment Company Act of 
1940 (‘Act’) as an open-end, diversified 
management investment company, filed an 
application on March 20, 1980, pursuant to Section 
8(f) of the Act for an order of the Commission 
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declaring that Applicant has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an investment 
company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Devonshire Street Fund, Inc., 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISER ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 719/May 5, 1980 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16783/May 5, 1980 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 720/May 5, 1980 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16784/May 5, 1980 
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LITIGATION 





Litigation Release No. 9076/May 5, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
CARDIFF INDUSTRIES, INC. United States District 
Court for the District of Columbia, Civil Action No. 
80-1117 


The Commission announced today that it filed inthe 
United States District Court for the District of 
Columbia a civil injunctive action against Cardiff 
Industries, Inc. (“Cardiff”), 3900 South Wadsworth 
Boulevard, Suite 560, Denver, Colorado 80235. The 
Commission’s Complaint alleges violations of the 
reporting provisions of the federal securities laws 
and seeks a Judgment of Permanent Injunction and 
Other Relief. 


The Complaint alleges that Cardiff, as part of a 
continuing course of violative conduct, has failed to 
file its Annual Report on Form 10-K for its fiscal year 
ended December 31, 1979, required to have been 
filed at the Commission by March 30, 1980. 


The Complaint requests that the Court order Cardiff 
to file forthwith, with the Commission, its Annual 
Report on Form 10-K for its fiscal year ended 
December 31, 1979. In addition, the Commission 
requests that the Court enjoin Cardiff from further 
violations of the reporting provisions of the federal 
securities laws. 





Litigation Release No. 9077/May 7, 1980 


UNITED STATES v. HARRY J. BINDER (CR-79-276-1, 
E.D. Pa.) 


Peter F. Vaira, United States Attorney for the Eastern 
District of Pennsylvania, and Paul F. Leonard, 
Administrator of the Washington Regional Office of 
the Securities and Exchange Commission, 
announced that on April 16, 1980, the Honorable 
Alfred Luongo, Judge, United States District Court 
for the Eastern District of Pennsylvania, granted a 
motion for a judgment of acquittal on all four counts 
of a criminal indictment returned on December 12, 
1979. 
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The indictment had charged Harry J. Binder of 
Jenkintown, Pennsylvania, with wire fraud in 
connection with transfers of funds to cover 
insufficient funds checks used in securities 
transactions. (For further information see Litigation 
Release No. 8951). 





Litigation Release No. 9078/May 7, 1980 


SEC v. BOOKKEEPERS, LTD., ET AL. (Southern 
District of California, CV 79-1715-N) 


Leonard H. Rossen, Regional Administrator for the 
Securities and Exchange Commission in Los 
Angeles, announced that United States District 
Judge Leland C. Nielsen, in the Southern District of 
California in San Diego has issued a final judgment 
against Bookkeepers, Ltd. of Ontario, California. 
Bookkeepers, Ltd. provides bookkeeping services 
for small businesses. The company operates 
approximately 100 branch offices throughout the 
country. Under the terms of the final judgment, the 
company is enjoined from violating the antifraud 
provisions of Section 17(a) of the Securities Act of 
1933 and Section 10(b) of the Securities Exchange 
Act of 1934. It also was enjoined from further 
violations of Section 12(g) of the Securities 
Exchange Act of 1934, which requires the company 
to register its stock with the Commission. Judge 
Nielsen also appointed Mr. R. N. Gould of San Diego 
as trustee of the company to serve until further order 
of the court. The trustee is to manage the company, 
to cause its securities to be registered with the 
Commission and to restore the original public 
shareholders of the company to the ownership 
position they occupied prior to April, 1974, the date 
the company engaged in a series of transactions the 
Commission charged were fraudulent. Bookkeepers 
consented to the final judgment without admitting or 
denying the allegations of the complaint. 


The Commission’s complaint, filed in 1978, charged 
Bookkeepers, together with Walter Wencke, its 
controlling stockholder, and Joseph Margala and 
Jerry Whitley, its president and vice president 
respectively, with various violations of the antifraud 
and registration provisions of the Federal Securities 
Laws arrising out of the issuance in 1974 of 
approximately 2,000,000 shares of stock to 
themselves and a series of reverse stock splits. The 
Commission charged that these acts, constituting a 


1430/SEC DOCKET 


1,000 to 1 reverse stock split, reduced the number of 
stockholders from over 1,000 to approximately 25 
and increased the ownership of Wencke, Margala 
and Whitley to approximately 90% of the company. 


Under the terms of the judgment, those 
shareholders who were deprived their interest in the 
company by these transactions will be reinstated as 
shareholders. 


In November 1979, final judgment was entered 
against Wencke, barring him from further violations 
of the Securities Laws and ordered him to disgorge 
certain property obtained by him. The case remains 
pending against Margala and Whitley, with a trial 
scheduled to begin on May 20. 





Litigation Release No. 9079/May 8, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
OMEGA SECURITIES, INC. AND MEREDITH K. M. 
SMITH Civil Action No. 80-476 (D. Ore.) 


Jack H. Bookey, Regional Administrator of the 
Seattle Regional Office announced the filing of a 
complaint in U.S. District Court for the District of 
Oregon on April 22, 1980 against Omega Securities, 
Inc., a Portland, Oregon broker-dealer, and Meredith 
K. M. Smith, its president and chief operating officer 
of Lake Oswego, Oregon. The Commission’s 
complaint alleges that defendant Omega, aided and 
abetted by Smith, has been and is continuing to 
violate Section 15(c)(3) of the Securities Exchange 
Act of 1934 and Rules 15c3-1 (17 CFR 240.15c3-1) 
(net capital rule) and 15c3-3 (17 CFR 240.15c3-3) 
(customer protection rule) thereunder. 


The complaint also seeks the appointment of a 
temporary receiver pending a determination by the 
Securities Investor Protection Corporation of the 
need to apply to the Court for a decree adjudicating 
Omega’s customers in need of protection. 


Defendants consented to the entry of a decree of 
permanent injunction against them enjoining them 
from further violations of the Commission's financial 
responsibility provisions and stipulating to the 
appointment of a temporary receiver if defendants 
are unable to demonstrate compliance with Rules 
15c3-1 and 15c3-3 on or before May 5, 1980. 
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